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ARMENL\ 


Aliyev’s Turkey, Russia Policy Viewed 


944K0992A Yerevan GOLOS ARMENII in Russian 
29 Mar 94 p 3 


[Article by GOLOS ARMENII correspondent Grizor 
Apoyan: “What Has Geydar Aliyev in His Luggage?’’] 


[Text] Moscow—However important the results of the 
negotiations between the leader of Azerbaijan and the 
leaders of the great states, his contac.s with neighboring 
Turkey are in the broad historical and geopolitical aspects 
of particular significance, nonetheless. 


Attempting to disarticulate and analyze in the stream of 
reports from Ankara, Baku, and other information centers, 
the key phrases concerning G. Aliyev’s visit to Turkey, one 
succumbs, frankly speaking, to a certain confusion in 
connection with how soon the present president of Azer- 
baijan, who came to power as “Moscow’s man” and who 
was perceived as such overseas (we recall the sharply 
negative reaction of both Turkey and Washington to 
Elchibey’s ouster), has gone over to the other side, so to 
speak. 


“Turkey is the friendly, fraternal country closest to Azer- 
baijan.” ““We are one people,” this statesman, who in his 
speeches on his assumption of office almost never men- 
tioned Turkey, increasingly emphasizing the age-old pro- 
ductive ties of Azerbaijan and Russia and, in particular, 
his, Geydar Aliyev’s, outstanding role in the strengthening 
and development of these relations, now declares. 


In order, obviously, to compensate for the undesirable 
impression that had arisen in connection with Azerba- 
ijan’s membership of the CIS and to emphasize the 
insignificance ad “‘innocuousness” of this fact, G. 
Aliyev declared: “‘utortunately, certain forces are in 
Turkey currently spreading various inventions con- 
cerning Azerbaijan and its development along the 
path of independence. I, as president of Azerbaijan, 
assure you that no force can deprive our state of 
independence.” 


Even a certain arrogance and open disregard for the 
opinion and interests of Russia are appearing in Mr. 
Aliyev’s tone. Here are some words from his interview 
with Turkish correspondent Adnan Advan. 


Correspondent: The Friendship [words illegible], and Coop- 
eration Treaty includes an article which points out that if 
one party is the victim of aggression, the other will adopt 
measures against the aggressor. What do you think, will this 
evoke a negative response from Russia? 


G. Aliyev: If we have, indeed, appended our signatures to 
these documents, we must remain true to them. 


The same approach has been demonstrated in purely 
economic matters affecting Russia’s vital interests in the 
Caucasus region. “I have no doubt that an oil pipeline will 
pass through Turkey,” G. Aliyev says, as though specially 
teasing, knowing full well that this question cannot leave 
Moscow indifferent. 


CAUCASUS i 


The impression that Geydar Aliyev has in his old age 
embarked upon a dangerous playing with fire is 
strengthened particularly when you read his off-hand 
statement: “Let them recognize that the Caucasus was 
previously part of a great empire.” Although this 
appeal applies to an equal extent to both Turkey and 
Russia, it would seem, it is easy to understand which 
empire he is talking about. 


In Mr. Aliyev’s opinion, the time has now come when we 
need to recall the bygone words of Kemal Ataturk: “The 
Soviet Union is today our friend, neighbor, and ally. We 
need this friendship. But no one can now foresee what 
will happen tomorrow. We could find ourselves broken 
up like the Ottomans, broken up like Austro-Hungary. 
Nations that are now held together by a strong hand 
could tomorrow be scattered. The world balance could 
change. And Turkey should know what to do in this case. 
This friend of ours is ruling our brothers, to whom we are 
bound by a common language and religion and with 
whom we are one in essence. We must be prepared to 
take them under our protection. Not silently wait for this 
day but be prepared for it.” Comment would be super- 
fluous, as they say. 


On the other hand, G. Aliyev gave the assurance in the 
course of his visit to Turkey that the war (in Karabakh) 
could not go on for long. But unless this was the most 
artless propaganda move aimed at attracting potential 
Turkish investors in the economy of Azerbaijan, what kind 
of resolution of the Karabakh conflict, we would like to 
know, has he in mind here. After all, by the time of his visit 
it had become perfectly obvious that, despite the country’s 
drastic militarization, he has not succeeded in achieving 
the promised military victory at the fronts—even limited, 
even symbolic—and the shadow of the new (and, perhaps, 
also the old) Suret Guseynov obviously prevents him 
presenting constructive proposals. Perhaps there is some- 
thing else also. In any event, no fundamentally new fea- 
tures in Azerbaijan’s quite rigid position have been 
observed as of late at all. It is appropriate to note in this 
connection, for example, that at the recent conference in 
Moscow, “Interethnic Conflicts on the Territory of Russia 
and Countries of the Near Abroad,” Mr. Rizayev, ambas- 
sador of the Azerbaijan Republic in Russia, returning to 
the sources of the Karabakh conflict, reiterated the 
depressing catalogue of charges, which set the teeth on 
edge, against the notorious Armenian nationalists, the 
notorious Armenian mafia, and the notorious center, not 
having ascertained a single Azerbaijani factor here, so to 
speak. In spite of the actual facts and documents formerly 
confirmed by the Azerbaijani side itself, the ambassador of 
the Azerbaijan Republic maintained that the socioeco- 
nomic position of Armenians in the Nagorno-Karabakh 
Autonomous Oblast was higher even than in Armenia and 
Azerbaijan and that the change in the demographic situa- 
tion in Karabakh (and, obviously, in Nakhichevan, where 
there were hardly any Armenians left long before the 
Karabakh events) was explained by the fact that the 
Armenians are a very talented people and that for this 
reason they yearn for space and big cities, where they may 
realize their outstanding capabilities. 
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What is typical here is that the Azerbaijani side never 
offers any versions of a comprehensive sc.ution of the 
Karabakh problem, always constructing its protests 
entirely on accusations and demands for the unconditional 
liberation of the occupied territories. What kind of con- 
structive approach is this? 


Of course, the speech at some conference even of an 
official with the rank of ambassador of a sovereign state 
could ultimately be considered merely his personal 
opinion, did this viewpoint not correlate right down to 
trifling details with the position of Azerbaijani delegations 
at negotiations of all levels—from exclusively social 
through the highest political. 


In this light we have no choice but to think that Azerbaijan 
remains a convinced supporter of a military solution of the 
conflict. This is really very disheartening because very 
many people had connected with the assumption of office 
in Azerbaijan of the quite experienced and politically 
astute Geydar Aliyev the hope that Baku would not need 
additional senseless casualties for it to finally recognize 
present-day realities. But, as we can see, youthful ardor is 
sometimes manifested even in people of a ripe old age. 
And at the most inappropriate moment, as a rule. 


Familiarizing oneself with the words of G. Aliyev, it is 
hard to escape the impression that the elderly figure, who 
has tried out everything in his time, is now simply enter- 
tained by the mere possibility of playing near the end at 
“the collapse of great empires.’ Or their reconstruction, 
which is equally dangerous. And, what is most distressing, 
not for their ill-starred architects but for the unfortunate 
peoples rashly entrustin3 their fate to them. 


Defense Minister on War Casualties, Reserve 
Officer Training 


944K0989A Yerevan RESPUBLIKA ARMENIYA 
in Russian 29 Mar 94 p 1 


[Report by A.Ye.: “The Loss Ratio Is One to Eleven’’] 


[Text] On 27 March, Prime Minister G. Bagratyan signed 
a decree on organizing and holding in the second quarter of 
1994 a training session for reserve officers and those liable 
for call-up. This event, as well as the scheduled spring draft, 
was the topic of a conference convoked yesterday by the 
government. 


The conference chairman, Minister of State Vazgen Sargi- 
syan, divided the agenda into two parts. The first was 
devoted to measures on organizing the draft. The greater 
portion of the time was allocated for this topic; the second 
topic was combating desertions. 


In his introductory remarks, the minister of state noted 
that the upcoming draft will take place in much more 
favorable circumstances than the previous one. He enu- 
merated by name the heads of local administrations who 
have completed the plans for training sessions. The direct- 
ness with which he made public the names of top rayon 
officials who failed in the conduct of last year’s draft was 
supported by argumentation confirming the inadequacy of 
local authorities. 
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The address of military police chief V. Khorkhoruni dealt 
with the problem of draft dodging. According to him, 
thanks to the work of competent organs, more than 85 
percent of deserters from the last draft have returned to 
military units. There are reasons to believe that this 
percentage will increase, and, conversely, the figures 
reflecting the scale of desertions will decline. 


The most significant part of what Minister of Defense 
Serge Sarkisyan said in his address was the figures on the 
Armenian forces’ losses over the period since the begin- 
ning of October of last year. Over this period of time, we 
lost 690 soldiers. During the same time, Azerbaijani 
forces’ casualties amounted to 8,000 killed, 25,000 
wounded, and 1,000 missing in action. 


Among others who addressed the conference were the 
Ministry of Defense’s chief of mobilization department, 
Arutyunyan, Minister of Internal Affairs V. Siradegyan, 
and Yerevan City Council Chairman V. Khachatryan. 
Prime Minister Grant Bagratyan also had the floor. The 
conference wrap-up was conducted by Republic of Arme- 
nia’s vice president, Gagik Arutyunyan. 


Stock Exchange President Reviews Successes, 
Problems 


944K0989B Yerevan RESPUBLIKA ARMENIYA 
in Russian 29 Mar 94 p 1 


[Report by Ashot Aramyan: “Not Subject to Devalua- 
tion...: The First General Meeting of Yerevan Stock 
Exchange Stockholders Held’’] 


[Text] The first general meeting of Yerevan Stock 
Exchange [YeSE] stockholders began its proceedings last 
Saturday by reading out congratulations received on the 
occasion of this event from such powerful Russian com- 
mercial structures as the First Voucher Fund, Alfa-Kapital, 
the Moscow Central Stock Exchange, MMM-Invest, the 
Moscow Interbank Foreign Currency Exchange, and so on. 


Next, the YeSE president, Sedrak Sedrakyan, had the 
floor; he reminded the stockholders of the difficult history 
of setting up the exchange, its first steps, and outlined its 
near-term prospects. He noted with regret that of the 12 
categories of activities, for a nurnber of reasons the YeSE 
currently conducts only two. In addition, already for a 
month and a half the exchange has not been conducting 
open auctions but only interbank ones, whose impact on 
the foreign exchange market is not that substantial. The 
YeSE president noted among positive factors the help and 
understanding the exchange’s activities get from the gov- 
ernment and the republic’s Central Bank, as well as from 
foreign embassies. 


The YeSE ended last year with a loss of only 600 drams, 
that is, as S. Sedrakyan pointed out, “for each share we lost 
only 15 dum.” Let us note here that one of the important 
indicators of effectiveness of the activities of any AO 
[joint-stock society] is the ratio of expenses to the value of 
net assets. For instance, if it approaches 65-75 percent, a 
joint-stock society is near collapse. The ratio of 45-55 
percent indicates that things are in reasonably good shape, 
and 30 percent indicate good prospects for the company. 
Well, this figure with respect to AO YeSE is.... 14.48 
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percent. In short, the creation of one of the most important 
market structures in the republic is proceeding with min- 
imal expenditures. 


Most importantly, over a relatively short period of time, 
the exchange’s charter capital has been capitalized—now 
the money invested by its depositor-stockholders is not 
subject to devaluation. As to the YeSE dividend policy, 
unlike commercial structures, which immediately pay 
income to stockholders, it is aimed during this initial 
period at reinvesting the money into developing the 
exchange. The YeSE stock now is valued at 8,200 drams 
per share, and there are more than 4,000 of them sold. 


An interesting dialog took place recently during the YeSE 
president’s trip to the United States between him and the 
head of the New York Stock Exchange. Mr. Sedrakyan, 
relating the dramatic start-up time of his offspring, said: 
‘We are counting on your help; you no longer remember 
your past. We are your past.”’ To which the head of one of 
the largest stock exchanges in the world remarked: “You 
are a lucky man, Mr. Sedrakyan. We do not know what our 
tomorrow 1s, but you do.” 


The YeSE’s near-term prospects are indeed enticing. With 
the beginning of voucherization and privatization in 
Armenia, 3.5 million vouchers (privatization certificates) 
will enter the republic’s securities market. In accordance 
with the government list, another 100 enterprises and 
organizations are due to be converted to joint-stock 
holding this year, which means as a minimum another 100 
million shares of stock. Where will it all flow if not to the 
YeSE? 


The general meeting of stockholders approved the charter 
of the publicly held joint-stock society YeSE (by the way, 
by the year 2000 the AO will become a closely held society, 
as is the practice in the entire world). 


Then the meeting of the exchange board elected the 
governing body of the YeSE board and reappointed Sedrak 
Sedrakyan as the exchange president. 


Government Session Reviews Economic Measures 


944K0991A Yerevan GOLOS ARMENII in Russian 
29 Mar 94 pl 


{Unattributed article: “5.3 Billion Drams—For Capital 
Construction”’] 


[Text] The press center of the Republic of Armenia Gov- 
ernment reports that an expanded session of the Republic 
of Armenia Government was convened on 26 March by 
Armenian Prime Minister Grant Bagratyan. Republic of 
Armenia Minister of Economics Armen Yegiazaryan pre- 
sented the draft resolution on state orders. The draft 
proposes that state orders be fulfilled from budget funds 
through the acquisition and sale of goods. The question of 
provision of essential commodities to the populace was 
presented for consideration. 


Proceeding from the difficult situation that has taken 
shape in the consumer market, the government directed 
the Ministry of Trade and Aykoop to implement measures 
for acquiring locally produced goods with the aim of selling 
them subsequently to the populace. 


CAUCASUS 3 


State orders for capital construction for 1994 were con- 
firmed. The volume of these orders comes to 5.3 billion 
drams. In addition, the statutes were confirmed on state 
orders for construction projects by contract. 


As of | April 1994, the government is suspending 
approved payments for the import of gasoline and diesel 
fuel for enterprises, organizations, and individual entre- 
preneurs. These enterprises and entrepreneurs will be 
liable to tax in accordance with existing legislation. Sup- 
plemental measures for providing support to servicemen 
who have become disabled and their family members were 
confirmed. 


Yerevan Residents Issued Rice Coupons 


944K0991B Yerevan GOLOS ARMENII in Russian 
29 Mar 94 p 1 


{Unattributed article: “Only for Rice at Present’) 


[Text] By decision of the Yerevan City Council Ispolkom 
[Executive Committee], coupons for rice have begun being 
issued to residents of the Armenian capital. Each resident 
will be able to receive 500 grams of rice at the price of 30 
drams per kilogram. 


Rumors that spread throughout the city to the effect that 
coupons will be issued for eggs have not been borne out. 


Kurdish Factor Seen as Argument Against Oil 
Export Through Turkey 


944K0991C Yerevan AZATAMART in Russian 
30 Mar 94 p 5 


[Unattributed article: “Echo of Batman Explosion Heard 
on the Bosphorus’’] 


[Text] The rivalry seen with respect to routes for exporting 
the main wealth of Azerbaijan and Central Asia—oil and 
gas—to the West has acquired new overtones over the past 
two weeks. 


As we know, the main rivalry that has developed with 
respect to laying the pipeline, which promises huge profits, 
is between Russia and Turkey. Although this issue also 
affects the interests of Armenia, Georgia, and Iran, these 
countries can only indirectly influence the selection of a 
plan from among those available. 


The Turkish plan envisages the laying of pipeline along the 
routing Kazakhstan-Azerbaijan-Iran-Turkey, following 
which the oil will leave the Mediterranean port of Ceyhan 
in tankers and travel westward. In agreement with this 
routing on the whole, the West has expressed the desire 
that the pipeline pass through Armenia instead of Iran. 
This would preclude its dependence on the unpredictable 
Iran. 


The routing proposed in the Moscow plan differs radically 
from the Turkish proposal and entails laying the pipeline 
from Kazakhstan and Azerbaijan across the Northern 
Caucasus to Novorossiysk, where tankers would transport 
the oil to designated delivery points. 
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Whereas Ankara’s program seemed preferable to the West 
over the initial period, Russia's increased influence over 
the past year is presently forcing a more serious look at the 
Novorossiysk version. 


As a counteraction to this version, Ankara is now pre- 
senting before diplomatic and political circles the issue of 
review of the treaties on use of the Straits, providing 
justification for this by virtue of concern over the ecolog- 
ical state of the straits in the Bosphorus and Uardanelles 
and Sea of Marmara, and over the safety of the population 
of Istanbul situated in the path of the oil tankers. 


Ankara has already been attempting for a long time now to 
effect a review of the Montreux Convent.on and obtain 
greater control over the Straits. The Turkish argun.ents 
have become more convincing following the collision of 
two Cyprian tankers in the immediate offshore area of 
Istanbul, as a result of which significant quantities of oil 
spilled into the sea. Turkish firefighters required three 
days to extinguish the flames, and the oil has not yet 
completely come to the surface. 


Turkish diplomats are trying to use this pretext in the best 
way to reinforce their demands for a review of the conven- 
tion and for an immediate reduction in the volume of oil 
transported through the Straits. 


Turkey’s Minister of Foreign Affairs H. Cetin has already 
declared that tanker movement through the Straits will be 
reduced. This wholly contradicts the points stipulated in 
the Montreux Convention. Such a position would inflict a 
strong blow to Russia’s economic and political interests, 
and in returning to its prior geopolitical space, Moscow 
can hardly be expected to tolerate a disregard for these 
interests on Turkey’s part. The latter realizes this full well 
and, in order to avoid leaving Moscow out of the game, has 
proposed a new variant—initially deliver the oil out of 
Novorossiysk to Samsun, and from there to Ceyhan. This 
routing would allow the Turkish side to control the signif- 
icant section of the pipeline that passes through its terri- 
tory. During the days of the uproar over the accident in the 
Bosphorus, when the Novorossiysk version was threatened 
and chances once again appeared for the Baku-Ceyhan 
routing, explosions resounding in Batman again reminded 
everyone of the Kurdish factor—one of the main argu- 
ments against the Turkish alternative. This is the fourth 
such instance occurring in the southeastern region of the 
country. The first three took place along the Shrnak 
segment of the Baghdad-Ceyhan pipeline, and the damage 
they caused did not turn out to be very significant only 
because the pipeline has not been operational since the 
Gulf War. 


The disruptions in Batman have turned out to be far more 
substantive. According to American sources, the damage 
comes to about $60 million. A very large-scale oil produc- 
tion combine, built in 1955, is situated near this little city, 
with its 60,000 inhabitants. What occurred in Batman 
provides a weighty argument against exporting oil across 
Turkish territory. As a result, serious factors currently 
stand in the way of both sets of plans. Whereas Turkey may 
attempt to exert pressure in the Straits issue, it cannot 
ignore the problem with the Kurds. 
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The lack of desire and inability of Turkish leaders to 
resolve the Kurdish problem over the course of decades is 
once again threatening the country’s economic progress. At 
one time terrorist acts inflicted an extremely serious blow 
to the development of tourism, which brings in tremen- 
dous revenues. But the obstacles that stand in the way of 
the Russian routing are surmountable. There need only be 
renewed discussion of the provisions of the Montreux 
Convention and a decision made. And so, following 
serious rivalry over influence in the Caucasus and Central 
Asia, as a result of which Ankara had to hang its head and 
quit the region, we now await a new and important struggle 
surrounding the question of status of the Straits. 


Liparityan Meets With NATO Delegation 


944K0978A Yerevan RESPUBLIKA ARMENIYA 
in Russian 25 Mar 94 p 1 


{Unattributed and untitled report under the rubric 
“Official Chronicle”’] 


[Text] On 23 March Zhirair Liparityan, Republic of 
Armenia first deputy minister of foreign affairs, met with 
an official NATO delegation headed by NATO Deputy 
Secretary General Tugay Ozseri. 


An ARMENPRESS reporter was told in the department of 
press and public relations of the Republic of Armenia MID 
[Ministry of Foreign Affairs} that among the items dis- 
cussed at the meeting were the provisions of the Partner- 
ship for Peace program proposed by NATO in January of 
this year to East European and former USSR states. 


The Armenian authorities are currently contemplating the 
issue of Armenia’s participation in this program. 


Armenia To Have Embassy in Moscow 


944K0978B Yerevan RESPUBLIKA ARMENIYA 
in Russian 25 Mar 94 p I 


[Report by A.Ye.: “There Will Be an Armenian Embassy 
in Moscow’’] 


[Text] “I can only officially confirm that an edict on the 
creation of a Republic of Armenia Embassy in Moscow is 
being prepared by the president’s staff,” correspondent 
Arman Kirakosyan, first deputy minister of foreign affairs, 
told RESPUBLIKA ARMENIA in response to a request 
for a comment on the rumors circulating regarding the 
appointment of Yuriy Mkrtumyan as acting charge d’af- 
faires in the Russian Federation. 


According to Mr. Kirakosyan, the Republic of Armenia’s 
current permanent representation in Moscow does not 
have a legal basis since it does not fall under any of the 
agreements signed between Armenia and Russia. Essen- 
tially, it is still a “representation of the Council of Minis- 
ters of the Armenian SSR under the USSR Council of 
Ministers.” Naturally, its status has to be changed sooner 
or later. There are reasons to assume that the presidential 
edicts on the creation of a diplomatic representation and 
appointment of a Republic of Armenia charge d'affaires in 
Russia will be signed in the very near future. 
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Papazyan in Brussels for Humanitarian Aid Talks 


944K0978C Yerevan RESPUBLIKA ARMENIYA 
in Russian 25 Mar 94 p 1 


{[Unattributed report: “European Union Is Willing To 
Help Armenia: Republic of Armenia Minister of Foreign 
Affairs in Brussels”’} 


[Text] On 22 March the head of the Armenian foreign 
affairs agency, Vahan Papazyan, met with Manuel Marin, 
vice chairman of the European Commission in charge of 
humanitarian aid. An ARMENPRESS reporter was told in 
the department of press and public relations of the 
Republic of Armenia MID [Ministry of Foreign Affairs] 
that in the course of the meeting the head of the Armenian 
MID described the situation in Armenia and the republic’s 
position on the peaceful settlement in Nagorno-Karabakh. 
M. Marin was extremely interested in explanations pro- 
vided by the minister regarding different peace initiatives 
currently in the process of implementation and discussion. 


Mr. Papazyan also expressed gratitude to the European 
Union for the aid being provided to Armenia. Then he 
touched upon Armenia’s need, especially with respect to 
foodstuffs. 


M. Marin once again reaffirmed the European Union’s 
willingness to provide the maximum possible humani- 
tarian aid to Armenia. 


On the same day, V. Papazyan met with Leon Brittan, a 
European Commission member in charge of the European 
Union’s foreign economic relations. The main topic of the 
meeting was European Union’s aid to Armenia. The head 
of the Republic of Armenia MID especially noted the need 
for cooperation between the two parties, also emphasizing 
Armenia’s expectations with respect to food, energy, and 
technical aid. 


Sir Leon Brittan assured that everything would be done to 
help Armenia, and also said that 3 million ECU has been 
allocated for grain purchases for Armenia. 


On the evening of the same day Mr. Papazyan was the 
guest of the Belgian-Armenian Solidarity Society. 


Armenia Home to 300,000 Refugees 


944K0978D Yerevan RESPUBLIKA ARMENIYA 
in Russian 25 Mar 94 p 1 


[News department report: ‘305,000 Refugees Live in 
Armenia” 


[Text] Armenia is currently home to 305,000 refugees, of 
which 260,000 were deported from Azerbaijan and the rest 
from the Nagorno-Karabakh Republic’s Shaumyanskiy 
Rayon and Abkhazia. Fifty-seven thousand persons do not 
have a permanent residence permit. However, as V. Mov- 
sisyan, head of the state administration for refugee affairs, 
noted at a recent meeting at the National Academy of 
Sciences, although these people do not have citizenship or 
a defined status, they enjoy civil rights and freedom; 
16,000 persons deported from Sumgait in 1988 have 
received apartments or built their own homes; 28,000 of 
those deported at a later date have a permanent residence 
permit; and 35,000 persons have been given land plots and 
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participated in land privatization. There are numerous 
objective difficulties inherent in this sphere, which the 
republic authorities are striving to overcome. 


Yerevan Residents Limited to Two Hours of 
Electricity 


944K0978E Yerevan RESPUBLIKA ARMENIYA 
in Russian 25 Mar 94 p 1 


[Report by V.S.: “Too Little By Far”) 


[Text] The question of how much light per day the popu- 
lation is entitled to has clearly required clarification lately, 
and on the official level at that. Over the past few days the 
editorial offices have been inundated with rumors of an 
energy ration increase. 


Armenergo cnief controller Mr. Martirosyan told a RES- 
PUBLIKA ARMENIA correspondent absolutely offi- 
cially that the limit on electric power supplied to the 
capital city residents remains two hours. To the question 
as to whether an increase in the power supply is expected 
in the near future, he offered no comment—either pos- 
itive or negative. Although we have to admit that this 
would be of little help to those who do not get even the 
allotted two hours a day. 


Egypt To Open Commercial Center in Yerevan 


944K0978F Yerevan RESPUBLIKA ARMENIYA 
in Russian 25 Mar 94 p 1 


[Government of the Republic of Armenia Press Service— 
ARMENPRESS report: “Egyptian Commercial Center To 
Be Set Up in Yerevan’’] 


[Text] A group of experts from the Republic of Armenia 
Ministry of Light Industry, headed by Minister Rudolf 
Teymurazyan, spent several days in the Arab Republic of 
Egypt. The purpose of the trip was to study the possibility 
of and prospects for Armenian-Egyptian cooperation. The 
Armenian delegation met with Egypt’s deputy minister of 
foreign affairs, minister of industry, minister of the 
economy, and minister of foreign trade, chairman of the 
Egyptian parliament’s permanent commission for eco 
nomic and energy issues, members of this country’s busi- 
ness circles, and bankers. 


These meetings were in a way a continuation of the 
agreement signed between Armenia and Egypt in 1992. 
Questions discussed in the ccurse of the meetings with 
Egypt’s officials and members of business circles went 
beyond the boundaries of the spheie of light industry of 
both countries (cooperation in banking, trade agree- 
ments, etc.). 


In the course of the visit, a protocol was signed with the 
Egyptian Ministry of Industry which elaborates in detail 
economic cooperation between the two countries. In par- 
ticular, the Armenian side undertook an obligation to set 
up in Yerevan an Egyptian commercial center where 
samples of Egyptian products will be displayed. This will 
provide an opportunity for Armenian industrialists, trade 
organizations, and all businessmen to learn about them 
and discuss on the spot the possibility of starting up joint 
enterprises or simply organizing sales of these goods in 
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Armenia. It is envisaged that the center, which will be set 
up with the direct participation of the Republic of 
Armenia Min‘stry of Light Industry, will begin operations 
as early as May. An agreement was also reached on setting 
up a similar center in Egypt where Armenia will be able to 
demonstrate its products. 


Also discussed were issues of signing an interbank agree- 
ment and setting up a direct air link between Yerevan and 
Cairo. 


As to the package of issues within the purview of the 
Ministry of Light Industry itself, the first steps have 
already been taken. The question of purchases of cotton in 
Egypt was discussed in detail, and an agreement reached 
on prices. The agreements have not yet been signed for 
purely technical reasons: It has not yet been determined 
which organization will be delivering raw materials from 
Alexandria to Yerevan. 


“I hope that this matter will be resolved in the near 
future,” said the minister. “We are planning to host a visit 
of Egyptian experts within a month, who will study the 
capacities of our spinning factories. In short, the first steps 
have been made. I am convinced that Armenian-Egyptian 
cooperation will prove mutually beneficial and has great 
prospects.” 


Commission Reviews Shortcomings in 
Social-Economic Program 


944K0978G Yerevan RESPUBLIKA ARMENIYA 
in Russian 25 Mar 94 p 1 


[Unattributed and untitled report under the rubric “Offi- 
cial Chronicle’’] 


[Text] As the parliament’s press center has reported, the 
Republic of Armenia Supreme Council held an expanded 
meeting of the commission on issues of economic devel- 
opment and economic independence at which the results 
of an investigation conducted by its working group in the 
system of the Ministry of Light Industry were discussed. 


In addition to commission members and experts, the 
working group included representatives of the procuracy, 
tax inspectorate, and jurists’ union. The working group 
recorded a number of violations in the area of personnel 
policy, fulfillment of the 1993 social-political program, 
budget appropriations, and the use of centralized credits 
made available last year. 


In the process of discussion it was noted in particular that 
the tasks and measures envisaged by the 1993 social- 
economic program have not been fully accomplished. The 
amount of credit emission for this sector’s enterprises has 
not been used properly, and the terms of repayment and 
interest rates have been violated. 


Having noted the need to further study the problem, the 
commission found it advisable to postpone the conclu- 
sions until a later date. 
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Officials Accused of Misconduct, Pilfering 


944K0978H Yerevan RESPUBLIKA ARMENIYA 
in Russian 25 Mar 94 p 1 


[ARMENPRESS report: “They Took Advantage of the 
Crisis: In the Republic of Armenia Procuracy”’] 


[Text] Taking advantage of the difficulties that have devel- 
oped in the republic as a result of the economic crisis, a 
number of officials in a position to dispose of material values 
have abused their official position and committed grand 
theft of material values and money. The procuracy organs 
have investigated, brought charges, and handed over to the 
courts a number of criminal cases initiated in connection 
with thefts. 


For instance, in 1993 the City of Dilizhan Procuracy 
checked the system of bread supply for the population and 
uncovered abuses that existed in this area. Taking advan- 
tage of lack of control in the bread supply system and 
accounting lapses, Lianna Akopyan, purchaser-shipper of 
the city trade administration—a financially liable per- 
son—submitted false trade and transportation invoices 
anc forged and altered documents, stealing 119,766 units 
of bread for a total amount of 1,773,722 rubles [R]. When 
on leave, L. Akopyan also managed to arrange for her son 
to formally replace her as purchaser-shipper and, putting 
together falsified documents under his signature as well, 
stole another 15,233 units of bread totalling R495,057. 


L. Akopyan was charged under Part 4 of Article 60 and 
Article 187 of the Republic of Armenia Criminal Code, 
and chief accountant A. Kazaryan—under Article 184 of 
the Republic of Armenia Criminal Code. In the course of 
the preliminary investigation, damages to the state in the 
amount of R2,268,779 have been reimbursed. The City of 
Dilizhan People’s Court sentenced L. Akopyan to a prison 
term, and A. Kazaryan to correctional labor. 


xx 


Using the fact that the Armmolprom Association, in order 
to ensure uninterrupted operation of facilities vitally 
important for the population in the environment of a fuel 
and energy crisis, permitted milk plants to purchase fuel 
for cash, the administration of the Akhuryansk milk plant, 
for the purpose of meeting its own fuel needs, issued from 
its cash reserves in 1993 in two separate authorizations 
R622,462 to Gurgen Petrosyan, a person authorized to 
make purchases of liquid fuel. The latter appropriated the 
money, and in order to create the illusion that fuel had 
been purchased, filled the storage tanks with 8,935 liters of 
water. In addition, he appropriated ! ,268 liters of fuel that 
belonged to the plant and in order to cover the tracks of the 
crime left open the faucet of the storage tank, through 
which about [number missing] liters of gasoline remaining 
in it spilled out. 


Petrosyan’s criminal actions caused R748,000 in damage 
to the state. He was charged under Part 4 of Article 90 of 
the Republic of Armenia Criminal Code. In the course of 
preliminary investigation the damages to the state were 
completely reimbursed. 
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Ostensibly with the purpose of organizing production and 
processing animal husbandry products, in 1991 Robert 
Avetisyan signed a contract with Artashat sovkhoz on 
leasing two barnyards. It transpired later that this contract 
provided him with a basis for obtaining and appropriating 
a bank loan. 


An operating account for R31,000 in short-term credit was 
opened in the Artashat branch of the Republic of Armenia 
Joint-Stock Commercial Bank. The next day R. Avetisyan 
transferred this money to the Savings Bank as designated 
for G. Apikyan and E. Mkhitaryan—ostensibly in payment 
for cattle purchased from them, and received this money 
and appropriated it. In May, R. Avetisyan, under the guise 
of paying wages, received a short-term loan for R19,500 in 
the Artashat branch of Agrobank, and another R42,000 in 
July, ostensibly to pay for cattle purchased. He also appro- 
priated this money. 


Continuing his criminal activities, by falsifying documents 
over the period 1991-1993, R. Avetisyan received from the 
state in the form of loans and appropriated R992,132. R. 
Avetisyan was charged under Part 4 of Article 90 of the 
Republic of Armenia Criminal Code. 


The damage to the state has been reimbursed, and R. 
Avetisyan has been sentenced to a long prison term by the 
court collegium for criminal matters of the Republic of 
Armenia Supreme Court. 


xen 


Charges under Part 4 of Article 90 of Republic of Armenia 
Criminal Code have been brought against Silve Agadzhan- 
yan, warehouse director at the Yerevan ethyl alcohol plant. 
Taking advantage of lax plant security with respect to 
material goods, over the period July-September 1993 she 
stole R751,680 worth of acetic acid from material goods 
entrusted to her. The stolen goods were discovered and 
confiscated. §. Agadzhanyan’s case was referred to the 
Republic of Armenia Supreme Court with a petition to 
refer it to the court. 


AZERBAIJAN 


Government To Seek Return of Vezirov, Mutalibov 


944K0990A Yerevan RESPUBLIKA ARMENIYA 
in Russian 29 Mar 94 p I 


[Article by the News Division: “Elchibey Next in Line’’] 


[Text] Speaking at a regular session of the Azerbaijan 
parliament, Speaker Rasul Guliyev reported that the Azeri 
leadership intends to appeal to Moscow with the request 
that Abdulrakhman Vezirov and Ayaz Mutalibov be 
handed over to competent republic organs. It is known that 
Vezirov and Mutalibov, at one time the top officials of the 
country, presently reside somewhere in Russia and are not 
advertising their specific location. 


A. Mutalibov, first secretary during the waning days of 
perestroyka, is accused of effecting a state coup. By state 
coup is meant the unsuccessful attempt to return to power 
following his unlawful overthrow by the People’s Front. 
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Accusations directed towards his predecessor, A. Vezirov, 
are more serious. Vezirov was caught participating in the 
events of the end of January 1990, when hundreds of 
people perished as Soviet troops were brought into Baku. 


Baku Authorities Refuse Request for Political 
March 


944K0990B Yerevan RESPUBLIKA ARMENIYA 
in Russian 29 Mar 94 p 1 


[Article by “Noyan Tapan”: “Authorities Say No”’} 


{Text} Executive authorities of the city of Baku have 
rejected a request by the parties Yurddash, Boz Gurd, and 
Movement for the Liberation of Karabakh to sanction the 
conduct of a demonstration 26 March in Azadlyg Square. 


“I feel that the organizers of the demonstration want to stir 
up a great hullabaloo around our ban. But you must not 
forget that the situation in the capital is uneasy. People are 
disturbed by a multitude of problems and are on their 
guard. Conducting this demonstration right now could 
destabilize the situation still more’—the city head of 
executive authority stated. 


Government Lacks Funds for Gas Supplies From 
Turkmenistan 


944K0990C Yerevan GOLOS ARMENII in Russian 
29 Mar 94 p 1 


{Unattributed report: “Nothing To Pay With?”] 


[Text] During the course of 1993 Turkmenistan shipped 
8.5 billion cubic meters of gas to Azerbaijan. To date, 
however, the Republic of Azerbaijan has not paid a single 
kopek to the suppliers. Baku radio reports that unless the 
Cabinet of Ministers undertakes extreme measures, Azer- 
baijan may find itself without gas. 


Decree on Socio-Economic Measures for 
Nakhchevan 
944K0946A Baku AZERBAYJAN in Azeri 12 Feb 94 p 2 


[AzerTAJ report: “Measures for the Socio-Economic 
Development of Nakhchevan’’] 


[Text] The Cabinet of Ministers of the Azerbaijan 
Republic has passed the decree “On Urgent Measures for 
the Resolution of Problems in the Socio-Economic Devel- 
opment of the Nakhchevan Autonomous Republic.” Mea- 
sures considered in this decree are directed toward elimi- 
nating the great damage done to the economy of the 
autonomous republic as a result of the blockade of Nakh- 
chevan by Armenia and improving the weilbeing of its 
population. 


In explaining the content of the document at the press 
center of the Cabinet of Ministers they said to the AzerTAJ 
correspondent that a number of concrete duties were 
placed before the ministries, chief administrations, state 
companies and concerns to increase aid to Nakhchevan 
and define the timespan in which these will be achieved. 


In the decree, special attention was given to the improve- 
ment of the energy equipment of the autonomous republic, 
including the intention to conclude a new agreement to 
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buy 200 million kilowatt-hours from the Islamic Republic 
of Iran. There are concrete proposals for the construction 
of hydroelectric stations on the Baykhyr, Arpachay and 
Ordubad rivers, and it has been ordered that these be 
presented to the government. Urgent measures will be 
undertaken to improve the supplies of Nakhchevan’s 
petroleum products and gas energy. 


The opening of the Baku-Nakhchevan and Nakhchevan- 
Baku bus routes will make it possible to start regular 
passenger service to and from the autonomous republic. It 
is planned to create the needed conditions for passengers 
in border crossing zones. 


Orders have also been given to improve the organization of 
the sale of food products produced in Nakhchevan and the 
supply of foods to the population of the autonomous 
republic. The delivery of agricultural machinery, manures 
and seed to the autonomous republic must be guaranteed. 


Measures were defined in the decree to revive the activity 
of construction and construction materials industry orga- 
nizations. The construction of brick factories in Babek and 
Shahbuz Rayons must be completed this year. It is planned 
to build a | ,000-tonne refrigerated warehouse in the city of 
Nakhchevan. 


Concrete orders connected with the improvement of com- 
munications, transportation, health, and communal ser- 
vices and the payment of salaries for the population of the 
autonomous republic have also been given. 


Head of Human Rights Society Comments on 
Organization’s Tasks 


944K0946B Baku AZADLYG in Azeri 12 Feb 94 p 5 


[Interview with Leyla Yunusova, chairman of the Azerba- 
ijan Society for Human Rights and Protection of the Law, 
by an AZADLYG correspondent: “‘We Will Defend The 
Rights Of Everyone, No Matter What Their Political 
Views”’] 


[Text] As has been reported, the founding conference of 
the Society for Human Rights and Protection of the Law in 
Azerbaijan was held. Leyla Yunusova, chairman of the 
Azerbaijan Independent Democrat Party, was elected 
chairman of the executive committee. Our correspondent 
met with Leyla Yunusova and wanted to pose some 
questions of interest to us. 


[Correspondent] With what goals was the new organiza- 
tion you represent established? 


[Yunusova] Up to now, there has been no society occupied 
with defending the rights of citizens in Azerbaijan—not 
during Stalinism, voluntarism, or stagnation. 


We tried to engage ourselves in preservation of the law in 
the first stages of the democratic movement and the 
national-liberation movement. We wanted to establish in 
the initiative center of the APF [Azerbaijan People’s 
Front] an organization for the rule of law, and established 
a relationship with the International Society for the Pro- 
tection of the Rights of Man [ISPRM]. At that time, Yusif 
Semedoghiu, the lawyer Fuad Aghayev, Arzu khanym 
Abdullayeva, the painter Ehmed Rza and myself were 
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engaged in this work. After the tragedy of January 1990, 
Ferhad Zeynally, Arif Kheyrullayev, Ramiz Rzayev and 
others made an effort to establish the ISPRM once again. 
In August of that year Nadir Mehdiyev founded the 
Helsinki Groun for the Protection of Rights. Finally, in 
August 1992 the Azerbaijan National Committee of the 
Helsinki Citizens’ Assembly [HCA] was created. At the 
end of all this, all other groups, with the exception of the 
HCA, ceased activity. As for the HCA, its activity con- 
sisted of collecting information about our prisoners in 
Armenian captivity. Nevertheless, there were enough 
problems connected with the defense of human rights in 
Azerbaijan and, from this point of view, the establishment 
of a public legal protection structure was necessary. 
Coming to our duties, first, we have to lay the basis for a 
public legal-defense organization which is removed from 
any kinds of political interests. In the future, we hope to 
turn it into an influential, multifaceted structure which 
preserves close ties with the international legal protection 
movement. Our second duty consists of educating the 
population, especially those directly engaged in politics. 


[Correspondent] You say that the organization will be a 
public organization and will distance itself from political 
influences. But you, yourself, and others in this organiza- 
tion are actively involved in politics. 


[Yunusova] You are right. But every single one of us can 
defend his own political interests through the political 
organizations to which we belong. We have selected these 
words of Voltaire as our slogan in the public legal defense 
organization: “It may be that my views are not in agree- 
ment with yours, but I am ready to defend to the death the 
creation of conditions for everyone to explain their own 
views.” 


These are certainly not empty words. 


Organization members are preparing a list of prisoners. 
Not all of the prisoners are those who are conducting the 
struggle for the establishment of one, independent, demo- 
cratic Azerbayan. 


But, in accordance with the UN’s Declaration of Human 
Rights, we must defend everyone’s rights, and think about 
the political credo of individuals who need our defense. 


The organization is certainly a young organization, but we 
have presented our documents to the Justice Ministry for 
registration; many people are coming to our organization, 
and this shows how many of our countrymen are turned 
back from the threshold of the structure of the state and 
need help and protection. Unfortunately, for objective 
reasons we are unable to succeed in resolving certain 
questions. Among our commissions are: a commission for 
freedom of speech, for the legal defense of citizens who 
have lost their jobs due to political beliefs, economic 
freedom, and a commission on science and education. The 
work of the first two commissions I mentioned is quite 
satisfactory. 


[Correspondent] Could you speak in some detail about the 
work of the commission on freedom of speech? 


[Yunusova] The organization has established ties with a 
number of international legal defense organizations. We 
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regularly send information to organizations like the Com- 
mittee for the Defense of Journalists, whose center is in the 
USA, and the Foundation for the Defense of Glasnost of 
events violating the freedom of the press in our republic 
and on the rights of journalists. 


In November and December an effort was made to make 
political censorship official. The Azerbaijan Press did not 
publish opposition newspapers for two days following its 
subordination to the Office of the President. The world 
reacted immediately to this event: the USA State Depart- 
ment signed a declaration and, as we know, international 
legal-defense organizations made appeals to the republic 
leadership. Today, the world has changed; now it is impos- 
sible to sign international acts on human rights and 
trample on these rights behind an iron curtain. 


In concrete terms, our commission has prepared a docu- 
ment on interference by political censorship in every 
opposition newspaper and a number of independent news- 
papers. This document, which is in the nature of an 
accounting, has made it possible for us to examine the 
dynamics of strengthening political censorship against 
certain publishers at definite times. 


On 15 February, we will hold a “roundtable” with the 
participation of chief editors from the opposition press. It 
will be devoted to a discussion of the situation in the 
opposition press in 1994. Naturally, heads of other press 
organs can also take part in this event. 


In March, it is expected that representatives of two legal 
defense organizations will come to our republic. It is also 
planned that representatives from Helsinki Watch will go 
to the battle zone. As for the goals of the delegations from 
Amnesty International and the Denmark chapter of Hel- 
sinki Watch, they are to familiarize themselves with issues 
of human rights of freedom of speech here. We have 
already begun to prepare the program for their journey. 


Independent Economists’ Group Hopes To 
Influence Economic Policy 


944K0946C Baku AZADLYG in Azeri 12 Feb 94 p 10 


[Interview with Eli Me’simov, president of the Association 
of Independent Economists, by the AZADLYG Economics 
Section: ‘‘Our Goal Is To Influence The Work Of 
Correctly Making Economic Policy In The Country””’] 


[Text] 


[Question] Interest has grown significantly in the activity 
of the Independent Economists’ Association which you 
head in connection with interviews about various prob- 
lems in the country’s economy you have given the media 
and prognoses you have made. Taking this into consider- 
ation, what can you say about this organization? 


[Me’simov] The Independent Economists’ Association is a 
public organization. This organization, which began its 
activities as the Independent Economists’ Group in 1988, 
became active under its present name after having 
expanded its ranks following the founding conference in 
April 1992. 
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The basic goa! of the association is to unite the efforts of 
scholars, specialists, enterprise workers and businessmen 
with a new economic concept in the name of Azerbaijan’s 
socio-economic progress, coordinite their activities and 
direct them toward one goal. The crganization unites not 
only economists, but also those of other specialties capabie 
of uniting economics with problems in their own sectors 
under its aegis. In the five years the association has been 
active our specialists have prepared a number of scientif- 
ically-based concepts and programs (“Azerbaijan’s Con- 
cept of Economic Independence, ° “Program of Measures 
Taken Against the Economic Crisis in Azerbaijan,” “Pro- 
gram of Azerbaijan’s Economic Revival’) on privatiza- 
tion, agricultural reform, the organization of social pro- 
cesses, foreign investment policy and other important 
economic issues, among them many which have becn 
valued quite highly by foreign specialists. We have also 
participated ciosely in the preparation of legislative acts 
and other state programs and documents, and in terms of 
expertise. The number of association members, their 
variety of expertise and competence, has provided much 
practical advice, proposal preparation and expert opin- 
ions, and makes it possible to prepare alternative docu- 
mentation for important economic problems, and short-, 
middle- and long-term prognoses. 


[Question] After having stepped down from your post as 
first deputy Prime Minister and having revived your 
activity in the Independent Economists’ Association, 
what directions will you give priority in the work of the 
Association? 


[Me’simov] The major priority in the Association’s work 
has been defined by the dictates of our disturbance created 
from the tension created in the economic situation of our 
republic as a consequence of the present economic policy 
of the government. Some confusion in the government’s 
economic policy and the inconclusiveness and mistakes 
stemming from this are felt clearly. If the government 
attempts to build economic policy with the help of incor- 
rectly evaluated measures, the situation in all sectors of the 
socio-economic life of the country could worsen in the next 
few months. Every organization ana economist, no matier 
what the position or function in society, which foresees the 
harm these tendencies could do to our economy, standard 
of living of the population and statehood must understand 
that the responsibility falls on the present extreme condi- 
tions, and must direct his activities towards getting out of 
the situation which has been created. 


Whether one emerges from the situation which has been 
created at maximum or minimal cost depends primarily on 
whether economic policy is correctly or incorrectly struc- 
tured. The goal of independent economists who are always 
trying to be objective in their views and who made known 
their constructive relationship to the steps taken in the 
economic sector even when I held high positions in gov- 
ernment structures was and is unambiguous. Our goal is to 
influence legislation and other state documents of an 
economic character by providing expertise, preparing 
alternatives, making known an objective rejationship to 
steps taken by the government in the economic policy 
sector, and avoiding mistakes, as well as influencing the 
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correct structuring of economic policy to the extent it 
depends on us and our abilities. In connection with this, 
members of the Association regularly inform the mass 
media on their views on economic policy and related 
problems. This is a very important question because it 
occurs to a person sitting within the government structure 
that he sees and knows everything, and that he is in 
control. Unfortunately, there are such things that are seen 
better from a distance. 


The Association of li dependent Economists, taking into 
consideration the direct influence of every step taken in 
the economic policy sector on the living standards of the 
people, will provide help and expertise in the preparation 
of drafts of state documents on reforms in an unbiased 
manner, will not intrigue against anyone, and its members 
will not declare beforehand that they will not take a post in 
the administration. 


President Orders Talks With Western Oil 
Companies To Be Expedited 


944K0946E Baku AZADLYG in Azeri 8 Feb 94 p 5 


[TURAN report: “Order Given To State Oil Company To 
Expedite Talks With Western Companies”) 


[Text] The expediting of talks between the State Oil 
Company [SOCAR] and Western oil companies on the 
question of the exploitation of oil reserves in the Caspian 
Sea has been ordered via a directive from H. Eliyev. 


In the directive the direction of talks between the State Oil 
Company of the Azerbaijan Republic and the Consortium 
of Western companies was applauded. Authority was 
granted SOCAR for the preparation and signing of an 
agreement on the exploitation of the “Azeri” and 
“Chyrag” oil fields. 


On Friday of last week Eliyev held a closed meeting in 
which the Prime Minister, the SOCAR leadership, and 
specialists in the petroleum industry participated. At the 
meeting, questions on the discussion of a joint project for 
the exploitation of the sea beds were examined. 


It is known that following preparations done with Western 
oil companies in October 1993 talks were broken off. 
SOCAR made known the fact that the “Manafov Plan” did 
not coincide with Azerbaijan’s interests. 


In connection with this, the government issued a decree on 
granting all authority for conducting the talks to SOCAR. 


At the last meeting, the Company presented a packet of 
proposals for improving the “Manafov Plan.” No infor- 
mation was given on the details of these proposals. 


It 1s hoped that differences in the basic ideas on exploita- 
tion and capital costs will be established. The contractor is 
trying to gain capital investment quickly; as for SOCAR, it 
is trying to gain the income stemming from the realization 
of the ““Manafov Plan.” 


The signing of an agreement by foreign companies on the 
exploitation of the Caspian oil beds “Azeri” and Chyrag* 
is to be extended for three years. 
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In the opinion of experts, there is as much as three milliard 
barrels in the oil fields. 


According to the conditions of the contract, Western 
companies will receive 20 percent, and Azerbaijan 80 
percent of the income. 


Internal Affairs Ministry Conference Examines 
Azerbaijan’s Narcotics Problems 


94WD0287A Baku BAKINSKIY RABOCHIY 
in Russian 22 Fel 94 p 3 


[Article by Kh. Ordukhanova: ‘An Invitation to 
Dialogue’’] 


[Text] A “round table” was held the other day at the 
Internal Affairs Ministry of Azerbaijan, on problems of the 
struggle with drug addiction and the drug business. Today 
BAKINSKIY RABOCHTIY invites the readers’ attention to 
the statements of its participants. Azerbaijan Internal 
Affairs Minister Vagif Novruzov opened the meeting: 


In recent times an increase in drug addiction, drug busi- 
ness and the crime which thrives on that soil has been 
observed throughout the world. This has to be alarming to 
the government of any country. The UN has drawn up a 
Worldwide Program of Actions for International Cooper- 
ation in the Struggle with the Illegal Production and 
Distribution of Narcotic Substances. Azerbaijan too has 
joined in this struggle. But the narcotics situation in the 
republic has become much more complex. Specialists 
affirm that if decisive measures are not taken, tomorrow it 
may be too late. 


There are a number of reasons for the worsening narcotics 
situation in the republic. These include the increasing 
complexity of the operational situation connected with the 
start of the economic reforms; the decline in the people’s 
standard of living; and the opening of the borders, which 
aids the expansion of the scope of the drug business. And 
the prerequisites exist for the development of the drug 
business in the republic as well—practically every region 
has its own raw-material base, and the appropriate climate. 
The drug business is an adaptable one, and the dealers 
have begun to re-organize their operations to make use of 
such channels, and to adopt methods which they did not 
even dream of two years ago. Azerbaijan is becoming a 
trans-shipment point for the transfer of narcotics from 
Asia to Europe and the other way around. One group was 
arrested with 1,387 kg of morphine. They were following 
the Afghanistan-Turkmenistan-Azerbaijan- 
Georgia-Turkey route and were arrested at the Sarpi 
border post on the Turkish border! At present, synthetic 
drugs are enjoying great “demand.” Whereas, for example, 
a gram of hashish is enough for one cigarette, from one 
gram of morphine one can make 100 doses of solution for 
injection. One gram of trimethylphentanil makes one 
thousand doses for injection, and this drug is 5,500 times 
more powerful than morphine. 


While starting new airlines and developing transport ties 
with foreign countries, which of course is laudable, one 
should, in my view, also develop a clear-cut system for 
combatting the penetration of drug dealers into the 
republic. I understand that the lion’s share of the work falls 
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to the MVD [Ministry of Internal Affairs] structure, and 
we are doing our job; nevertheless, this path is strewn with 
many difficulties. Suffice it to say that one has to work 
under extreme conditions, and that the employees in the 
MVD administrations do not have the reliable and all- 
encompassing social and legal protection which the current 
situation demands. 


Chief of the Administration for Combatting Drug Addiction 
and the Drug Business, Adalyat Ibragimov: 


The number of detected crimes in the drug business realm 
has noticeably increased. Whereas, for example, in 1992, 
1,305 crimes were registered under Articles 225, 226, 
226-1, 226-2, 226-3, 226-4, 226-5, 226-6 and 227 of the 
Criminal Code of the Azerbaijan Republic, in 1993, 1,755 
criminal cases were brought under these same articles. 
Approximately 740 kg of various narcotic substances were 
confiscated from the criminals, as well as hundreds of 
kilograms of raw narcotic plant materials, weapons, and 
R10 million in counterfeit currency. Criminal proceedings 
were instituted against 13 citizens of the IRI [Islamic 
Republic of Iran], and 81 from CIS countries. 


On 25 November 1993, IRI citizens Farzad Shafi and 
Mashallah Shafi were arrested in Baku as they were 
attempting to sell 850 grams of a narcotic substance 
(Tiryak). 


On 30 November 1993, other citizens of the IRI were 
arrested in Baku: Dzhafar Garakhanly Safar, who was 
trying to sell a large amount of narcotics (raw opium); and 
Khalili Gysymlu Nursret, Shekh Imampur Veli, Siyavus- 
hani Mekhti Ali, and Amir Guseyn Khagigat Pilavar 
Akhmed, who were trying to sell 685 grams of a narcotic 
substance (raw opium) for R1,300,000; and so on. 


Just a few days ago we completed an operation for the 
arrest of a native of Fizuli, A. Alyshev, who was in 
possession of nearly a kilogram of raw opium, the black- 
market price of which would amount to R20 million. 


Last year 3,994 drug addicts were registered, among whom 
were 268 women and 36 juveniles. We have carried out 
Operation ‘Hash-Hash-93°’, during which drug- 
enforcement agents in 26 rayons of Azerbaijan instituted 
criminal proceedings on 41 counts of growing illegal nar- 
cotics-bearing plants. 


We are now introducing a unified automated system—a 
“data bank’—by means of which we will be able to 
exchange information and operational data about drug 
dealers, trans-shippers and other persons occupied in the 
drug business. The system permits establishing a legal 
mechanism for the control of joint operations, and to 
prevent the commission of crimes in this sphere. We are 
about to conduct meetings with our Turkish and Iranian 
colleagues, at which we plan to work out a mechanism for 
joint operations. 


I must note that we meet more frequently with represen- 
tatives of our neighboring states than with our colleagues 
frum other law-enforce nent organs and services. We do 
not have a single coordinating center in the struggle with 
the “white death.”” We often have to act at our own peril 
and risk, and do not sense the aid of the public. I would 
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think that the conclusions of our “round table” will not 
allow anyone to remain indifferent to the inevitable fate of 
thousands and thousands of citizens of our republic. 


Chief Physician of the Republic Narcological Clinic 
System, Azhif Abdullayev: 


Drug addiction has not yet reached a threatening level in 
our republic, but medicine is already experiencing serious 
difficulties even with the number of patients we already 
have. 


It is no secret that drug addiction is a serious and dan- 
gerous disease, to which a person subjects himself volun- 
tarily. But drug addiction is also a crime, for narcotic 
substances are not freely available for sale, and the acqui- 
sition, use, storage and transmission to other persons 
comprise all the elements of a crime. The very worst thing 
is that the ranks of drug addiction are being filled at the 
expense of our youth. The reasons are many: curiosity, a 
strong desire for acute sensations, and the lack of complete 
information on the consequences of using narcotics. 
Unfortunately, certain young people are under the dan- 
gerous misconception that they can discontinue their use 
of drugs at any time, if they want to. But from the very first 
injection of opium or the first drag of hashish, a person 
finds himself in the trap of the “white death” —from which 
it is almost impossible to escape, and treatment does not 
always produce the expected effect. Death at a young age 
(frequently—suicide or purposeful overdose), psychiatric 
disorders, and birth defects in one’s offspring—are a 
tragedy for one’s relatives and dear ones; these misfortunes 
await everyone who falls to the temptation. Statistics show 
that in his short life, every drug addict draws up to six 
other people into his “circle.” The experience of our 
narcological service shows that a drug addict either turns 
to crime, or suffers withdrawal symptoms, or takes an 
excessive dose. The costs of narcotics are continually 
increasing, and that means their use is growing and 
expanding as well. The drug business is a very profitable 
one, and of the tens of thousands of people crossing our 
borders, some are attracted to the drug business in order to 
improve their own financial situation. 


We are particularly delinquent in taking preventive mea- 
sures. In my opinion, everyone should be involved in 
prevention, and that is why I am delighted to come to 
today’s meeting. I believe that propaganda plays a very 
useful role at any level—in elementary school, at the 
institute, and in the mass information media—and that it 
will bring the appropriate returns. 


The time has come for physicians, jurists and social 
organizations to take action, such that every person who 
wants to “get high” would realize and understand the 
consequences of his habit, which is ruinous and fatal for 
both himself and for those around him. As a rule, it takes 
some time from the day he takes his first puff or his first 
needle until the day he becomes an addict, and during all 
this time he is not in a vacuum or in isolation. Frequently 
this takes place in the eyes of his parents, teachers or 
fellow-workers. 


Hospital treatment of drug addicts is also one of the 
problems facing the republic health care system. I must 
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report with bitterness that the republic lacks the materials, 
medicines and modern equipment to diagnose drug addic- 
tion. We do not even have the diagnostic tools or centers 
[diagnostikum]. In western countries all policemen and 
narcotics experts have them. With their help one can 
instantly determine the presence of narcotics in the body. 
We also lack a rehabilitation system for those who have 
undergone treatment, and as a result of remission, treat- 
ment does not make sense. 


The fact of the matter is, that nearly all organizations 
involved in the prevention of this terrible disease are 
displaying amazing passivity, and are leaving everything to 
the narcotics experts and to officers of the law- 
enforcement organs. But our experience, and the experi- 
ence of other countries, shows that treatment, and social 
and medical rehabilitation of those suffering from drug 
addiction, can succeed only when all the interested orga- 
nizations take up the cause in a cooperative manner and 
work out a clear-cut system for joint actions. 


President of the Azerbaijan International Association for 
Combatting Drug Addition and the Drug Business Kyamil 
Mamedov: 


Our association was established by the republic Ministry of 
Internal Affairs and Ministry of Health; we work in direct 
contact with the Administration for Combatting Drug 
Addiction and the Drug Business. The association was 
established for cooperation in combatting drug addiction 
and the drug business, and for prevention of the crime 
spawned by drug addition. We are striving to do every- 
thing possible in order to carry out, without delay, a 
complex program of projects for preventing drug addic- 
tion, for identifying those suffering from addiction, and for 
their social rehabilitation. Adalyat Ibragimov depicted the 
narcotics situation in the republic, and, as you can see, it is 
quite alarming. The continuing analysis and forecasting of 
the situation which we are conducting with the adminis- 
tration, are not providing encouraging results. One thing is 
clear—attempting to combat the “white death” one at a 
time, and trying to prevent it through the efforts of the law 
enforcement organs and Health Ministry alone, is impos- 
sible. The combined efforts of the state and social organi- 
zations are required; and our association can, I believe, do 
a great deal in this plane. And here it is not a matter of the 
amount of confiscated narcotic substances or the number 
of dealers from the narcomafia arrested. It is important 
that every individual case raises an alarm both among 
those invested with power, and among the ordinary citi- 
zens, summoning them to decisive actions. 


I have been working in the internal affairs system for thirty 
years, starting as a young officer and reaching the post of 
deputy minister of the MVD; I have supervised the crim- 
inal services and am accustomed to operational actions. 
When I agreed to head the association, I immediately got 
down to specific operations. We have met with the ambas- 
sadors of the USA, Great Britain, Israel, France, Turkey, 
Iran and others; and with the UN Representative in 
Azerbaijan, and presented proposals for cooperation in 
accordance with the requirements of the [UN] Conven- 
tion. It is my great pleasure to report that all of them 
readily responded to our proposal, in spite of the short 
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notice, and we have already received concrete replies from 
them. The Association has received a letter from T. Young, 
Great Britain’s ambassador in Azerbaijan, in which he 
offered his assistance: he has forwarded a package con- 
taining documents from state and private organizations in 
Britain occupied with the problems of drug addiction. | 
believe that they can be a great help to us in our work. Why 
re-invent the wheel? For example, in the near future, based 
on the experience of our English colleagues, we will be 
establishing an anonyimous “telephone hotline’’ for per- 
sons suffering from drug addiction and their relatives. 
Phillip Remler, a representative of the American Embassy, 
and Joseph Shepperd, an officer of the U.S. Drug Enforce- 
ment Agency [Departament SShA po Narkotikam], visited 
the Association. We reached agreement, that very soon 
specialists from the agency will come to Azerbaijan to 
conduct a cycle of classes on the facilities of the republic 
police academy, for raising the skills of Azerbaijanian 
policemen engaged in combatting drug addiction and the 
drug business. Incidentally, the administration and the 
association, together with the Azerbaijan Police Academy, 
are even now re-training their cadres. Israel's diplomatic 
mission in Azerbaijan is preparing for the departure of a 
group of republic police, medical and customs officials for 
the purpose of establishing contacts and exchange of work 
experiences. Mr. Eleizer Jotvat, ad interim Israeli Charge 
d’ Affairs in Azerbaijan, informed us of this. 


We have taken part in three international conferences on 
problems of preventing and combatting drug addiction 
and the drug business—in Belarus, Pakistan and Iran. 


At a session of the EKO [Economic Cooperation Organi- 
zation] Regional Planning Council in Teheran in January 
of this year, along with other questions, our proposal on 
establishing associations such as ovrs in all of the EKO 
member states was examired. In our view, this is a 
successful form of association for state and social organi- 
zations which are not dependent upon one another. Our 
proposal was adopted. It was decided to include it in the 
agenda of the next session of the EKO Committee on 
Combatting Drug Addiction and the Drug Business. 


In order to attract attention and to ensure the participa- 
tion of the state structures and social organizations in the 
struggle with drug addiction and the drug business, we 
have appealed to the heads of the ministries, depart- 
ments and social organizations, on which to a consider- 
able degree the fate of the solution of this problem 
depends. They fully appreciated our proposal, and gave 
their consent to combine efforts within the framework of 
the association. We have received replies from the Min- 
istry of Education, the repubiic customs committee, the 
Academy of Science, the Administration of Caucasian 
Muslims, the Trade-Union Confederation, the Com- 
mittee on Physical Culture and Sport, the Youth League, 
the Health and Welfare Fund, the “Vakinets” Associa- 
tion, the Childrens’ Fund, the Sobriety and Health 
Societies, the “Znanie” Society, and the independent 
telecommunication company, BMTI. In their replies, 
they expressed readiness to combine efforts in combat- 
ting drug addiction, and offered concrete proposals. 
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Azerbaijan Republic Internal Affairs Minister Vagif 
Novruzov: 


I approve of the idea heard at the round table on the 
necessity for multiplying our efforts in combatting drug 
addiction and the drug business. The time has come to 
resolve this question at the state level, and with the 
participation of social organizations; today we need a 
systemic approach to solution of the problems facing us. 


Until recently it was thought that we had no problem of 
drug addiction and drug business, and owing to such a 
comfortable ‘“‘perception,” problems piled up, and grew 
like a snowdrift. And incidentally, drug addiction, as a 
social evil, has greater influence than any other factor on 
the commission of especially vicious crimes, undermines 
the social foundation, and has a negative effect on the 
nation’s gene pool. The time has come to declare war on 
this terrible disease, and thereby bring about its defeat. 


The National Assembly of Azerbaijan has adopted a reso- 
lution on joining the United Nations Convention on 
Combatting the Illegal Circulation of Narcotic Substances 
and Psychotropic Materials of 1988. The leadership has 
put this resolution into action. We are now preparing 
documents which meet international requirements, and we 
are seeking ways for solving questions on carrying out the 
conditions of the convention and on making use of the 
rights it has conferred on us. 


One year ago, the republic Cabinet of Ministers adopted a 
national program for combatting drug addiction and the 
drug business. It stipulated a complex of organizational, 
legal, preventive and other measures. Unfortunately, as of 
this day neither a mechanism, nor a system, nor practical 
implementation has been worked out. 


Suffice it to say that we are still operating on the basis of 
many obsolete normative acts. The National Assembly 
must, in the near future, adopt new legislative acts, and 
re-examine the status of the units carrying on the struggle 
with drug addiction and the drug business. The struggle 
with this evil envisions employing a complex of law- 
enforcement and preventive measures. The internal affairs 
organs, the procuracy, the customs committee and the 
Ministry of National Security are carrying out a defensive 
operation to preclude the shipment of narcotic substances 
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into the republic, and the use of the country as a trans- 
shipment point. The other day our Kazakh colleagues sent 
us a draft of an intergovernmental agreement, to be signed 
by the governments of Afghanistan, Iran, Kazakhstan, 
Kyrgyzstan, Tajikistan, Turkey, Turkmenistan, Pakistan 
and Uzbekistan, entitled “On Cooperation in the Struggle 
with the Unlawful Circulation of Narcotic Substances and 
Psychotropic Materials.” They have introduced this same 
propsal for the examination of the EKO. I believe that our 
government will give its consent to concluding such an 
agreement. And we have introduced our own proposals to 
the republic Cabinet of Ministers. Having received a reply 
from them, we have sent our own representatives and 
experts to Kazakhstan, and we are introducing our own 
proposals and amendments; and we are preparing a docu- 
ment for signature at a high level. We intend to implement 
contacts of this sort with the countries belonging to EKO 
and with other countries, in the area of combatting drug 
addiction and the drug business. International cooperation 
in this area is taking place at a high level; however, within 
the republic there are still many unresolved problems, one 
of which is—the creation of a powerful material and 
financial base. 


One could also wish for better preventive measures. We 
have no hospitals for treatment of drug addicts and no 
rehabilitation points for them; television and the press are 
avoiding the problem, and there is no counter-propaganda 
in the schools and institutes. The International Association 
is taking the first steps in uniting the state and social 
structures. Enough has been said on everything here, and I 
have only to introduce one more proposal. 


Yes, it is impossible to combat drug addiction and the drug 
business by oneself. And I propose getting together in the 
near future, discussing our common problems, and this 
time adopting urgent measures. I express my gratitude to 
those ministries, departments, and social organizations 
who have readily agreed to combine efforts with us in this 
noble work, which is so necessary for our nation today. 
Today’s conversation is an invitation to dialogue, in which 
not only the organizations of which I was speaking can take 
part, but also all interested citizens in the republic. 


Today’s meeting will become a stimulus to solution of 
our problems, and the next one—a lever, and leadership 
for action. 
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ECONOMIC AND SOCIAL AFFAIRS 


Criticism of Chernomyrdin Policy Rebutted 


PM3103090194 Moscow ROSSIYSKAYA GAZETA 
in Russian 30 Mar 94 First Edition p 1, 2 


[Petr Kirillov article: “Through the Looking Glass— 
ARGUMENTY I FAKTY Invents Arguments in Order To 
Do Battle More Successfully With the Facts’’] 


[Text] In the art of propaganda there exists a well-worn 
trick: Namely, to invent certain arguments for the oppo- 
nent (or to change existing arguments beyond all recogni- 
tion) and then to shower bitter, critical blows on these 
fabricated arguments. As a result, the enemy is defeated, 
the amazed public applauds, and as for the truth—well, 
nobody will think to rifle through boring papers, checking 
what is written in them against the arguments being 
propagated in the popular press. 


It is an old trick, but a good one, and it is used very 
frequently. A recent example is the comparative table 
printed in the weekly ARGUMENTY | FAKTY (No. I 1, 
March 1994) entitled “The Path of Russia’s Economic 
Development—How V. Chernomyrdin Sees It. And How 
Ye. Gaydar Sees It,” which was then commented on by 
experts A. Illarionov and A. Shapovalyanets [See FBIS 
Report: Central Eurasia—FBIS-USR-94-029, 24 March 
1994, pp 20-21]. 


Without undertaking to evaluate the authenticity of the 
viewpoint expounded by the “Russia’s Choice” leader on 
Russia’s paths of economic development, let us try to 
analyze how far the ARGUMENTY I FAKTY version 
accords with the position of the current government 
chairman, particularly as in recent months Viktor Cherno- 
myrdin has made repeated public statements about it and 
the government’s actions are not only in sight of, but under 
close scrutiny from the public and the press. 


So, what aims, according to the version printed in the 
weekly publication, is Viktor Chernomyrdin pursuing? 


Number one on the list is “halting the slump in produc- 
tion” in combination with “the reform of the state- 
controlled sector of the economy.” Immediately the inter- 
pretation is that, in the authors’ view, this must mean 
preferential credit for industry and the agricultural sector; 
large-scale investment by means of emissions; concessions 
to specific enterprises, sectors, and regions; state control 
over economic activity; the expansion of licensing, the 
regulation and level of prices, and so on. In other words, an 
entire complement of nightmares, accompanying the 
advent of “Red directors” and, accordingly, the collapse of 
reform. Clearly, this fossilized stance is in stark contrast to 
curtailing inflation, cutting large-scale benefits, financing 
the budget via “non-inflationary sources,” and other 
exemplary measures. 


But in fact, everything is precisely the other way around. 
Both in the government program, adopted on V. Cherno- 
myrdin’s initiative last August, and in all the premier’s 
program speeches without exception priority was invari- 
ably accorded to the fight against inflation and the achieve- 
ment of financial stability. The government chairman 
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speaks equally firmly and consistently in favor of austere 
restrictions on the issue of money and concessions and of 
highly specific and purposeful support of efficient produc- 
tion units, and against dishing out credits. And the gov- 
ernment’s economic policy has nothing whatever to do 
with expanding the use of such outmoded instruments as 
licensing, or freezing profitability levels and prices. The 
government program also stipulates that the creation of an 
efficient economy is only possible on the basis of market 
mechanisms, and on condition that there is “a significant 
restriction on state intervention in the economy and a cut 
in the share of the state sector.” 


Moreover, these are not just declarations. The measures 
set out in the government program to do away with 
preferential credit, abolish inefficient concessions of an 
individual nature offered to enterprises and regions on 
taxes and customs duties, and cut the range of goods 
subject to quota and licensing are already being 
implemented. 


The draft 1994 Federal Budget submitted to the Duma 
stipulates rigid requirements for targeted financing from 
state expenditure on developing the national economy, the 
size of which expenditure is restricted by the rigid frame- 
works of priority federal programs. 


At the same time, support of such sectors as the agro- 
industrial complex and the coal industry will be guaran- 
teed basically via sources of finance not entailing further 
emissions, for which it is planned in the budget to form a 
special support fund. Likewise it is planned to cut drasti- 
cally budget expenditure on paying out subsidies and 
allowances to state enterprises. 


Why then was it necessary to pass off the dreams of 
hotheads from the federation of commodity producers as 
the stance, indeed as the intentions of the government 
leader? Actually the question is purely rhetorical. It is all 
patently obvious. 


However, let us go a little further into the political laby- 
rinth whither the authors of ARGUMENTY I FAKTY are 
consigning us. The Russian prime minister’s hidden aim is 
declared to be “military and political merger with neigh- 
boring foreign states.” The alternative? It goes without 
saying—‘‘integration with neighboring foreign states on an 
economic basis.” It is true—for some reason the premier 
intends to implement his “military-political” designs, 
according to the ARGUMENTY I FAKTY version, exclu- 
s vely by means of “the accelerated creation of a ruble 
zone, continued financial aid to close neighbors, and the 
introduction of a fixed ruble rate.” 


Where this astounding information came from remains a 
mystery. After all, the government’s position on a whole 
range of tricky problems regarding Russia’s relationships 
with neighboring foreign states has been stated publicly on 
many occasions. Even in the Message from the Russian 
Federation President, the key idea is to combine economic 
reintegration with a deepening of political, including mil- 
itary, cooperation among CIS countries. The government 
was never interested in dissolving the Russian economy, or 
in the amorphous post-Soviet economic area. The pre- 
mier’s statement and, in particular, the progress of the 
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difficult talks on a whole range of problems in Russia's 
economic relasionships with the CIS countries indicate 
that the priority remains invariably the defense of Russian 
interests. In the draft 1994 budget the extent of financial 
aid to the neighboring countries is being cut significantly 
and its availability regulated. 


As for the highly complex process of unifying monetary 
systems, there is no mention at all of forcing this difficult 
matter. The government program lays down as a compul- 
sory condition of the functioning of the ruble zone the 
introduction of a single currency and the implementation 
of money-credit and budget policy strictly coordinated 
with Russia. It is possible that these terms may not suit 
some of the partners. But Russia can do no other if it wants 
to avon) emergency financial donorship and as a result an 
inflationary slide. 


Finally, there is one more “political” (or more precisely, 
‘‘geopolitical”) contradiction. According to the version 
from the authors of ARGUMENTY I FAKTY, V. Cher- 
nomyrdin’s aim is “to raise Russia’s role as a world power”’ 
at a time when Ye. Gaydar is pushing merely for “the 
expansion of contacts with the West and the integration of 
Russia’s economy into the world economy.” 


Such a juxtaposition cannot be described as anything but 
imaginary. Russia’s status as a world power in no way 
contradicts the “opening up”’ of its economy or consistent 
and equal integration into the world economy. But its 
relationship with the world (of course, not only with the 
West) is determined by our fatherland’s unique Eurasian 
situation. 


So this is the “portrait” painted. Admittedly it is no more 
akin to the original than an image churned out by a cheap 
photographer, on which it is difficult to distinguish the 
eyes and the nose and the ears are missing altogether. But 
this does not matter, as the main thing is that it is possible 
to make profound forecasts. For instance, to frighten 
citizens with the prospect of 100-percent inflation a month 
or a currency rate of 25-30,000 rubles to the dollar. Why 
not 50,000 or 60,000? After all, these numbers are con- 
jured up by expert A. Illarionov from that very same 
source whence the arguments about the government’s 
position derived—from thin air. 


Moreover, even our expert’s opponent, A. Shapovalyanets, 
commenting on Ye. Gaydar’s “alternative” program, also 
falls into the trap of nightmare prophecies. It is typical that 
both commentators, despite different points of departure, 
conclude their predictions almust identicaliy, forecasting 
social explosions on the basis of hyperinflation. But then, 
you only have to invent nightmares to end up frightening 
yourself with them. 


It is merely a pity for the 6.5 million readers of the popular 
weekly that the authors did not look before leaping. The 
result is confusion, and nothing more. 
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Finance Minister Dubinin on 94 Budget, 
Ministry’s Priorities 


944E0617A Moscow NEZAVISIMAYA GAZETA 
in Russian 17 Mar 94 pp 1, 4 


[Report on interview with Finance Minister Dubinin by 
Ivan Zasurskiy; place and date not given: “Sergey Dubinin 
Will Pursue Last Year’s Government Policy: The Govern- 
ment Contract at Enterprises of the Military-Industrial 
Complex Is Six to Seven Times in Excess of the Ministry of 
Defense’s Ability To Pay”’] 


[Text] Following the resignation of Boris Fedorov, every- 
thing in the Ministry of Finance has been slotted into 
place. Having handled the work of a minister in the times 
of Fedorov (who was preoccupied, in my view, more with 
ideology and political struggle than routine ministerial 
matters), Dubinin became a full minister, virtually. The 
protracted probationary period is, according to him, ham- 
pering his work, but not influencing the nature of the 
decisions he makes. 


Dubinin does not consider himself a politician. He is a 
government official. And he maintains that tie sole reason 
why he agreed to the office of minister is that he will have 
an opportunity to do his work. As soon as this opportunity 
disappears or he is asked to leave the cabinet, Dubinin 
intends leaving the government. And I would not be 
inclined to doubt the sincerity of these words. But this is 
not what is most important. 


The greatest optimism in the acting finance minister is 
inspired by his arrangement of his work priorities. | would 
like as a significant contrast for those who recall the 
dramatic nature of the situation connected with Fedorov’s 
speech in parliament to quote Dubinin’s composed words 
on his “production” topics: “That lobbying for one’s 
interests in the government and the State Duma goes on is 
normal, but only as long as we can discuss these demands 
at a professional level, as long as we can come to some 
arrangement. But as soon as the decisions are politicized, 
the budget discussions assume a different character, as a 
rule, becoming a catalyst of confrontational political 
processes.” 


According to him, Dubinin has no intention of being a 
striking figure and is not about to “develop a fondness or 
not develop a fondness” for Chernomyrdin, Zaveryukha, 
Soskovets, or Gerashchenko. “I have a wife, whom I love 
very much, and all these others will remain working 
relationships, as will possible disagreements also.” 


His following semi-culinary statement may be considered 
fundamental for Dubinin’s position both in respect to the 
budget and in respect to economic policy: “Whenever the 
question of the distribution of expenditure arises, there is 
always with us the ‘zero-sum game’ problem—we can give 
to some only by having taken away from others. But this 
game, inasmuch as it is played, should lead us to some end 
result in the form of economic growth. In this case the pie 
which we divide up would grow. Now, however, the pie is 
diminishing: In real terms we are observing not growth but 
shrinkage.” 
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Lobbyists who have called Dubinin—who is demon- 
strating a total absence of political ambitions—‘‘Mr. No 
Money” will hardly, it would seem, be struck by the 
difference between Fedorov, who had made a political 
career out of “refusals,” and Dubinin—the “man of com- 
promise.” 


be Budget as a Concentrated Expression of Economic 
Policy 


“There is, in fact, no budget message as yet. There is a 
report of the Ministry of Finance on the draft budget with 
calculations elaborated in the form of an international 
classification. 


“It is a very serious report and it was worked up over a long 
period in the Ministry of Finance, and we in the Ministry 
of Finance are absolutely convinced that we are offering 
the sole possible balanced path. Following the consider- 
ation of certain amendments and criticisms expressed at a 
meeting of the government and not affecting the most 
prominent calculations and important proportions, we 
were instructed to submit the draft for examination by the 
State Duma. 


‘In drawing up the budget for 1994 we proceeded from the 
fact that our budget revenue really needed to be collected. 
The revenue figure contained in the draft, therefore— 
R1 20.7 trillion (16 percent of gross domestic product)—is 
realistic. And the main task of the Ministry of Finance this 
year will be organization of the collection of receipts 
totaling this amount. 


“I can already see the main points of the criticism of our 
draft message in the State Duma. One of them has been 
criticism as regards the practicability of the revenue for 
which we have allowed. That is why it should be added to 
what has been said that the collection of receipts will be 
impossible without elementary financial discipline having 
been instituted. We must ultimately know the money path 
and the number of enterprises’ accounts and fight tax 
evasion. 


‘The situation taking shape as regards expenditure is quite 
typical. When we began to work on the budget, applica- 
tions for funding totaling about R600 trillion were 
received. This despite the fact that the forecast level of our 
GNP is R725 trillion. 


“After quite laborious work on the applications, we man- 
aged to knock their level down to R230 trillion. But this 
was still very high, it represented too serious a deficit 
against our revenue, which was less by a factor of two 
almost than the residual total. 


‘We had to make an uneven reduction in expenditure in 
terms of items of the budget. Not in terms of all items, it is 
true (our foreign and domestic debt could not, for under- 
standable reasons, be touched), but in terms of very many 
we ‘contracted funding’ 5-10 percent. But individual items 
were cut far more significantly. I could, as an example, cite 
the Ministry of Defense, where we reduced expenditure 
from R87 trillion to R37 trillion. We cannot, in fact, have 
an army whose manning level is not supported by the birth 
rate and whose cost is equal to the sum total of taxes 
collected in the country. 
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‘In this way we gradually managed to reach the compro- 
mise level of expenditure of R183.1 trillion. The largest 
expenditure items within this framework were support 
for the sectors (R33 trillion), Ministry of Defense expen- 
diture (R37 trillion), assistance to other levels of power 
(R18 trillion), and the funding of social and cultural 
programs (following insertion of the corresponding pro- 
posals, we increased the funding from R11.4 trillion to 
R12.5 trillion).” 


Commenting on Viktor Chernomyrdin’s directive in 
respect to support for the agrarian sector, Sergey Dubinin 
declared that “this is a large amount of money, of course, 
for which we had to provide additionally in the budget— 
over and above our original proposals. All this was, it is 
true, accommodated in the draft message. But the addi- 
tional demands have no real foundation, in my view. That 
is, we reached the level originally requested by the agrar- 
ians: They said that this was perfectly sufficient for them. 
And if voices are now being heard to the effect that this is 
still not enough for them, it is essential, in my opinion, that 
the government adopt the toughest position possible on 
this issue: This is all that we can give them.” 


“The deficit constituted R62.4 trillion, which it is contem- 
plated covering by Central Bank credit (R37.9 trillion), 
external sources (R19.4 trillion), and securities transac- 
tions (R3.5 trillion), and we hope to cover a further R1.5 
trillion from other sources.” According to Dubinin, the 
Ministry of Finance is planning this year, aside from work 
with state commercial associations, to begin floating 
medium-term bills. 


“From our viewpoint, the draft budget message contains 
the algorithms of a resolution of macroeconomic problems 
and takes account of the available possibilities for the 
pursuit of a structural policy, which is undoubtedly neces- 
sary,” the acting finance minister said in the interview 
with NEZAVISIMAYA GAZETA. 


Macroeconomic Reference Points 


“The macroeconomic aspects of the budget are that with 
the budget deficit that we have determined and provided 
that we display restraint in the allocation to the economy 
of Central Bank credit (R15 trillion, approximately, is the 
critical level here, in my view), we may confidently fore- 
cast a reduction in inflation to a level of 15 percent and, 
subsequently, to 10 percent a month and, perhaps, even 
lower on a quarterly average. 


“The draft budget we have submitted for government 
consideration is not ‘fundamentalist.’ It is not even 
purely monetarist inasmuch as such measures as the 
suppression of inflation within one quarter are absent. 
Although this is not that intricate an undertaking, we 
possess the set of instruments and could within a quarter 
reduce inflation to nothing. Just as we could also, if 
necessary, drive it up to 1,000 percent a month—both 
could, from the professional viewpoint, be done in such 
a timeframe. But this is not the point. 


“The point is that our tasks, reference points, and range of 
activity imply the pursuit, more precisely, the continuation 
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of our policy of last year. That is, there is no ‘shock 
therapy —there is quite a strict monetary policy. 


“! would like to emphasize that the budget is a concen- 
trated expression of economic policy. Aside from the 
priorities from the sphere of macroeconomic stabilization, 
the tasks of support of production and its structural 
reorganization have been added here this year. 


“Going further than we have gone to satisfy the need for 
money would be just as bad as a further reduction in 
spending. In the latter case we would have to abandon 
many fundamentally important items of expenditure, in 
the social sphere specifically.” 


Structural Aspect 


“We believe that within the framework of the gradually 
declining level of inflation there is for industry, and the 
economy as a whole, a certain clearance, in which it should 
structurally reorganize. We are not putting it in a cata- 
strophic position all at once—this, strictly speaking, is the 
‘structural’ aspect of our draft budget message. 


“Very little money is being provided from the budget for 
specific enterprises—we are giving almost nothing. The 
sectors of the economy will receive less, appreciably less, I 
would say, than they would like. 


“We understand full well an important feature of Russia’s 
enterprises today. What would happen, say, were we to say 
to them: Here is your government support, reorganize as 
you please, and we will combat inflation later. They would 
do absolutely nothing—they would live as they did 
before.” 


The creation of financial and industrial groups could, in 
Dubinin’s opinion, be an element of selective support for 
industry. But the process of the allocation of financial 
support and tax privileges should be of a planned nature, 
Dubinin believes. “Such groups may enjoy support to 
some extent. But the main thing is that they be viable 
without a handout from the budget also.” 


“The sectors are an unsuccessful (under present condi- 
tions) form of association and management. They repre- 
sent a vertical association, which can do nothing but 
divide up a market between itself. If, however, we could 
combine these enterprises on the basis of production 
cooperation, we would get a normal industrial concern, 
which would operate in accordance with economically 
expedient principles.” 


In Dubinin’s opinion, work exclusively for the foreign 
market is not a compulsory condition of the efficiency of a 
financial and industrial group. “The Russian market is 
potentially so great that this is sufficient stimulus for 
economic growth for any structure. The sole condition is 
that there must be a struggle to cut costs. Lowering prices 
or not lowering them is, strictly speaking, secondary.” A 
reduction in costs, according to Dubinin, is a most pow- 
erful “‘nonmonetary” method of combating inflation. 


Commenting on the propositions of the president and the 
prime minister concerning an increase in government 
investments, Sergey Dubinin declared that the budget of 
R33 trillion in support of the sectors makes provision for 
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R15.7 trillion for government investments. A further 
R12.7 trillion will be invested along the lines of foreign 
economic activity, thanks to tied credit. 


The New Role of the Unions and the ‘Destructive 
Approach’ 


“I have met recently with representatives of the unions and 
the strike committees—pragmatic and intelligent people 
are assembled there, according to my observations. And 
the question is: On what will their energy be expended? 
Were they to acquire an opportunity to really influence the 
situation at their own enterprises, an appreciable part of 
their energy would be geared to bringing order to bear 
there. They would also be very much helping both the 
government and the country as a whole, what is more, 
having put their own management under supervision.” 


This, according to the acting minister, “‘does not mean that 
management should be denied any rights at the enterprise. 
But opponents in the shape of the unions, which know the 
whole situation at the enterprise ‘from within’ and could 
demand an accounting, are necessary. This could only be 
to the good.” 


“If, on the other hand, these people (I emphasize once 
again: very energetic and competent people, who have a 
pretty good grasp of all our economic problems, inciden- 
tally) opt for the line of opposition to the government and 
the shaking loose of privileges for their own interest group, 
this will be a destructive process.” 


Dubinin is very much concerned that the strike movement 
“could assume a destructive nature both politically and for 
Russia’s economy.” The acting minister believes that not 
all the demands being made by the strikers are realistic and 
that, consequently, not all of them should be satisfied. 
“The government cannot endlessly give in to blackmail.” 
But does the government today have any choice? 


“Yes. But, please understand, our strength lies not in some 
power methods of the resolution of disputes but, occu- 
pying a sensible and substantiated position, in conveying 
its content to those who participate, in this way or the 
other, in budget discussions. 


“For every ‘we-want’-from-the-government argument 
there should be a counterargument: Let us take at look at 
and consider what we are realistically capable of doing. It 
is for this reason that the budget should be relatively 
widely known: People must think and say where to cut, 
where to add,” Sergey Dubinin believes. 


Parliament 


“In principle, work on the allocation of priorities and the 
careful weighing of society’s needs is the function of 
parliament. Parliament must determine whether it will 
adopt the budget that we propose. It will thus act as an 
inspector on behalf of the people by whom it was elected.” 


Commenting on his style of work with parliament during 
consideration there of the budget message, Sergey Dubinin 
said: “I state with all due responsibility that we are 
instructed by the prime minister to work with parliament 
with complete candor, respond to inquiries, and so on and 
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so forth. When each deputy forwards his inquiry on an 
individual point and demands a full response, this is 
another matter—our ministry simply is not in a position to 
cope with this entire avalanche of information. 


“For this reason we request that parliament somehow 
organize work with the ministry to ensure that it be 
performed as productively as possible. We are prepared to 
provide any information, to the Budget Committee, say— 
and let it further distribute it to the deputies. We are 
prepared to create a special department—not to fence 
ourselves off from contacts but to ensure that work pro- 
ceed in organized fashion. 


“Time is weighing on us, we submitted the budget late, this 
was our fault, it should have been submitted in this form in 
December. But we recomputed the budget for last year 
three times and made innumerable adjustments and revi- 
sions and we simply physically lacked the forces for 1994.” 


The Expert Center in Staraya Ploshchad 


Commenting at the request of NEZAVISIMAYA GAZETA 
on the formation of the Finance and Budget Department 
under the Office of the President of the Russian Federation, 
Sergey Dubinin declared that he finds this fact logical and 
sees nothing surprising in it, to put it mildly. 


“The office of the president should necessarily have an 
expert center, which should make an independent evalua- 
tion of the state of the economy—tbased on all that is put at 
its disposal by the government, science, and so forth.” 


Answering questions concerning the possible development 
of relations between the Ministry of Finance and the 
department, the acting minister said: ‘What we send the 
president will in the office obviously be readdressed quite 
often to this department. For the president’s response to 
this economic situation or the other to be as well-founded 
as possible analysis is essential. This analysis will be made 
in this department. This is how I see it, in any event. 


“Because the president could give us an order, set the 
government an assignment—this is his function. And these 
instructions could be prepared with the participation of 
the Finance and Budget Department.” 


Money for the Republic of Belarus 


‘I was involved in these matters for quite some time, and 
this is quite a painful subject for me, therefore. I would like 
to hope that all will end normally and that the necessary 
documents will be signed.” 


But the existence of the National Bank of Belarus is an 
insurmountable obstacle to the signing of the treaty, in his 
opinion. “Prior to the start of the process of the conclusive 
concordance of the agreement on the Republic of Belarus 
entering the ruble zone, its parliament adopted a decision 
on support for the agrarian sector in quite a large sum. 
Naturally, the National Bank is bound to comply with 
parliament’s order. Let us assume that we allocate the 
Republic of Belarus a lending quota. What if parliament 
adopts a decision on above-quota lending?” In Dubinin’s 
opinion, it can only be a question of a branch of the Bank 
of Russia on the territory of Belarus. But Dubinin hopes 
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that the adoption of such a political decision is possible, 
for all that. “The politicians, who have doubts about 
sacrificing some sovereignty in exchange for the ruble, 
should, probably, somehow learn the people’s opinion 
here. The adoption of a decision by parliament repre- 
senting the people’s interests or putting the issue to a 
referendum, as was done in the EEC, appear entirely 
legitimate, in my view.” 


At the same time, on the other hand, Dubinin considers far 
from unequivocal the question of the likely price ratio of 
the “rabbit” to the ruble. 


“This is purely an economic question. We should not 
politicize it or attempt to give it an emotional coloration. 
The current rate has taken shape as the rate of the currency 
of an independent state against a stronger currency. And 
this rate is not one for one, of course, although for Belarus’ 
enterprises exchange at a high rate would mean a loss of 
competitiveness. For this reason Belarusian industrialists 
do not aspire to such a rate, incidentally. As distinct from 
the populace, which is already attuned to this. 


“The rate remains a matter for separate consideration, and 
various options are possible here: higher for the public, for 
example, lower for industry. But not one ‘rabbit’ for one 
ruble.” 


The Tatarstan Compromise and Budget Federalism 


Responding to the question as to what compromises had to 
be made by the center for the sake of preserving the 
multichannel system of budget receipts with Tatarstan, 
Sergey Dubinin said: ‘Strictly speaking, abandonment of 
the single-channel system was itself a compromise. 
Because in the past Tatarstan had said that a single- 
channel system was the sole acceptable option. 


“We, in response, recognized two things. First, the fact that 
for the time in which Tatarstan had not paid money to the 
federal treasury it had maintained federal structures on its 
territory. We should compensate this somehow. 


“Second, as of this year Tatarstan will begin to pay many 
taxes on a general basis (in accordance with the presiden- 
tial edict on transfer payments). We, in turn, for the 
funding of programs of a federal purpose in Tatarstan will 
leave on its territory the receipts from certain taxes.” 
Specifically, according to the acting minister, this applies 
to receipts from taxes on natural resources. 


“We shall not settle this question identically for everyone, 
but it should be emphasized that the negotiating process 
with Tatarstan proceeded in a general channel. I am 
speaking in this case of the presidential edict on transfer 
payments, by which real federalist budget reform was 
undertaken.” 


Tax Federalism 


“The essence of this reform (and the renunciation of 
budget unitarism) is that we are abandoning the policy of 
the harmonization of spending and switching to revenue- 
sharing. We are making arrangements such that there be 
federal taxes and taxes collected on a territory and paid 
into the local budget. 
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“Some federal taxes, primarily the profits tax, will be 
shared. A maximum rate of the local profits tax (25 
percent) and a strict federal rate (13 percent) will be 
established. Thus with the maximum profits tax at 38 
percent the local authorities may vary its rate from 13 to 
38 percent. 


“Value-added tax [VAT] will be shared. Twenty-five per- 
cent of VAT will remain on the territory. Land and 
property taxes should, most likely, simply be made local 
taxes because they will go to the territory in full. Individual 
income tax will be established as a federal tax, although 
only | percent will be paid into federal coffers.” 


According to Dubinin, tax evasion remains a huge 
problem, and, specifically, it is altogether elementary to 
evade individual income tax. “You can pay in on deposit 
R10 and accrue R1 million in interest on it, and you pay 
nothing here. We must combat this. Certain taxes on 
interest, if only at a rate of 5 percent, have to be imposed. 
Although, with the change in the status of the Savings Bank 
to a state bank, provision for certain privileges for its 
depositors could be made here. But this is an open, albeit 
urgent, question.” 


The Nonpayments Crisis 


In Dubinin’s opinion, the arrears ‘“‘are the result of the fact 
that demand limitations really did emerge. But the 
response in 1992—when this problem became particularly 
serious—was inadequate and nonmarket. The producers 
continued to drive up prices and wait for the government 
to finally untie this knot in some way. 


“Inasmuch as the entire economy was nonmarket at that 
time, the government had to intervene—and we estab- 
lished that ‘swollen’ price level. We thereby involuntarily 
encouraged the antimarket policy of the producer, who, 
according to these rules, can drive up prices because he is 
sure that they will some day be accepted. 


“We are now in roughly the same situation. If we inter- 
vene, we cause a most powerful spiraling of inflation. And 
no one would any longer believe that we would not pay all 
costs once again the next time.” 


The Ministry of Finance’s proposals amount to the “com- 
plete exclusion” of the possibility of a reciprocal settle- 
ment thanks to special money issue. “But we support, in 
principle, the possibility of the use to this end of resources 
which within the framework of public funding are allo- 
cated for the defense contract, for example. We believe 
that in purchasing grain or meat products the Ministry of 
Agriculture and Food and other departments are required 
to build a chain in order that this money pass into the 
economy as deeply as possible. But only defense industry 
and the Ministry of Railways are prepared to undertake 
this as yet. The rest are so much not in possession of their 
sector that they could not propose anything practicable. 


“The second necessary set of measures is connected with 
the institution of strict financial discipline (about which I 
spoke earlier). The creditor must know for what he can 
bring suit—and if there is no money, he can take assets. It 
is obvious that it is essential to introduce bills of exchange 
as soon as possible also.” 
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In Dubinin’s opinion, the time allotted for the solution of 
this question is already slipping away, although there are 
entirely objective grounds for procrastination also. 
According to him, for the introduction of the calendar 
sequence of payments it is necessary to revise the decision 
of the Supreme Soviet. Other legislative instruments need 
to be adopted also, in his opinion. “The proposals of the 
tax office, the Ministry of Finance, and the Central Bank of 
Russia have now been sent to the State Duma.”’ 


According to Dubinin, the formation of a new problem in 
the style of the nonpayments—a recurrence of last year’s 
problems with the failure to pay for supplies of finished 
products—is emerging. In this case the culprit is the 
Ministry of Defense, which placed at the enterprises a 
defense order of a size six or seven times in excess of the 
budget’s ability to pay for these items. 


Negotiations with the IMF 


As a result of Fedorov’s efforts to concentrate the func- 
tions of participation in international affairs in the Min- 
istry of Finance, the role of the ministry in negotiations 
with the Seven, the EEC, and international economic 
organizations has grown considerably. 


“The Ministry of Finance is having to take an active part 
in the assurance of favorable foreign economic conditions 
for the activity of the Russian economy. Negotiations on 
debt rescheduling, formulation of the optimum formats of 
the receipt and repayment of foreign credit—this is one 
aspect. 


“The second consists of negotiations with the IMF, the 
World Bank, the European Bank for Reconstruction and 
Development, and other financial organizations.” 


In Dubinin’s opinion, Russia has today found itself 
involved in quite an intricate interweave of problems, to 
which the departure of symbolic figures from the cabinet 
has been added also. In this connection Dubinin is quite 
sharply critical of those who advocate a dismissive attitude 
toward international financial organizations. “Without 
harmonization of positions with the IMF Russia could not 
obtain normal conditions for debt deferral. The debt 
burden, which has built up since the times of the Soviets, 
would be simply insupportable. We would be threatened 
constantly by a total embargo and, if not a blockade, a 
serious deterioration in the climate of foreign economic 
relations.” At the same time Dubinin observes that nego- 
tiations should always be of a mutually respectful char- 
acter. “Russia itself formulates its evaluation of economic 
policy and its basic directions within the framework of 
current possibilities. International experts only offer us 
their opinion on these matters.” 


Dubinin described in the interview with NEZAVISI- 
MAYA GAZETA the trip of a Russian delegation under 
his leadership to Frankfurt, to a get-together of finance 
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ministers of the Seven. Present on the Russian side, aside 
from Dubinin, were Gerashchenko and Shokhin. 
According to Dubinin, Shokhin had been invited in order 
to “space out the format” of the Russian delegation and to 
emphasize its special status. “It seems to me that we 
accomplished our ‘three-man’ mission-——to explain the 
essence of the economic policy we are pursuing and its 
continuity at the level of figures and specific measures.” 


Negotiations with IMF, in which the Ministry of Finance 
and other departments responsible for the pursuit of 
economic policy are participating, are being conducted in 
Moscow at this time, according to Dubinin. “Their suc- 
cessful completion in the very near future is possible,” 
according to the minisier. 


Economy Ministry on New Concept of State 
Investment Policy 


944E0651A Moscow KOMMERSANT-DAILY 
in Russian 26 Mar 94 p 3 


[Article by Vladislav Borodulin: ““The Government 
Intends to Increase the Number of Its Agents”’] 


[Text] The statements by members of the government about 
the need to increase investments in the economy in every way 
possible are gradually assuming specific characteristics. By 
yesterday, the Ministry of Economics had prepared as a 
minimum two documents aimed at attracting private capital 
to industry. A distinctive feature of them is that they are 
oriented toward capital from Russian investors, not foreign 
investors. 


The arsenal of funds at the government’s disposal to 
stimulate investments is potentially quite extensive. First 
of all, there are the preferential investment credits, the 
various tax exemptions, the direct purchase of enterprises’ 
securities and the issuance of state guarantees for the 
securities being issued. At the same time, experience shows 
that the first two methods prove to be ineffective—the 
credits (not reimbursable, as a rule) and tax exemptions are 
turned into a camouflaged form of state subsidies. The 
adherents of privatization see nationalization of enter- 
prises in the purchase of stock shares by the government, 
and for this reason, the Goskomimushchestvo [State Com- 
mittee on the Administration of State Property] reacts 
coolly toward such proposals. So the only real way at 
present is by granting state guarantees. 


In this connection, Ministry of Economics specalists have 
prepared draft government decrees “On Specialized Insti- 
tutions to Implement State Investment Policy” and “On 
the Council for Structural and Investment Policy Attached 
to the Russian Government and Agreement with an 
Investment and Financial Consortium.” In the words of 
Leonid Paydiyev, who authored the first document, there 
is practically nothing that is new in the concept being 
worked out to attract private capital—it was utilized to one 
degree or another by the tsarist government when it built 
the railroads. 


The concept being proposed essentially involves the cre- 
ation of a state guarantee fund under the aegis of the 
Ministry of Economics. Special agents of the government 
will issue state guarantees on the securities for investment 
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projects with shared participation by the state. Both state 
enterprises and investment companies (funds) may act in 
this role. In order to establish a broad network of agents, it 
was proposed to implement “measures to transform 
existing checking investment funds into investment com- 
panies, banks, and bank branches (with restrictions on 
commercial activity and clearing transactions).” 


If this concept is considered from the viewpoint of inter- 
departmental relationships, it is apparent that such a 
radical version of restructuring the state investment 
system can expect a lengthy period of coordination, during 
which many of its elements either will disappear altogether 
or undergo substantial modification. For this reason, it is 
more likely that agreements between the government and 
the special investment and financial consortium which is 
being established will make their appearance in the very 
near future. 


This was confirmed during a visit which Vice Premier 
Aleksandr Shokhin made to the KOMMERSANT Pub- 
lishing House. In his words, the document should be 
signed as early as next week. Th government will put 500 
billion rubles [R] into the consortium being created, and 
investment projects will be guaranteed. It is expected that 
establishment of the fund will help to attract private 
investments of R1.5 trillion. We note that in the event of 
“an insurance case,” such as bankruptcy of an investment 
project, the funds to make up for an investor’s losses will 
be transferred from the Federal Treasury in a procedure 
not requiring acceptance. 


They are saying that the basic reason for the nearly 2 weeks 
of coordinating the document draft in the Ministry of 
Finance is that the machinery for the consortium’s respon- 
sibility to the government was not worked through suffi- 
ciently. In the meantime, the actions by the minister of 
economics, who is insisting on approval of this document 
as quickly as possible, are easily explained—the launching 
of this project should provide evidence that the Cherno- 
myrdin government is prepared to devote attention to 
stimulation of investments not only in words and with the 
aid of budgetary funds, but by establishing efficient 
“market” mechanisms. 


zee 


Requirements for the Legal Status of Government Agent 


The firm which controls the assets of a given investment 
company should be a separate juridical entity. Its founders 
should be physical persons who bear unlimited property 
responsibility for the debts of the company. 


State Support for Private Investors May be Provided in 
the Following form: 


e the purchase of part of the issuer’s emission of 
securities; 

¢ the issuance of state guarantees for the securities 
issued; 

¢ the issuance of special-purpose credits; 

e the issuance of special preferential credits (through 
TsB [Central Bank] funds); 
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¢ the issuance of guarantees for the payment of subven- 
tions after a facility is put into use; 
¢ the issuance of guarantees for enterprises’ debts. 


President’s Public Chamber Member on Future of 
Market Economy 


944E0628A Moscow DELOVOY MIR in Russian 
19 Mar 94 p4 


[Interview with Viktor Shchekochikhin, member of the 
Public Chamber under the Russian Federation President, 
by DELOVOY MIR columnist Valentin Khalin: “I See 
Russia Without Poor People in Place of a Country Without 
Rich People”’] 


[Text] Some 60 lines of text would be needed to list all of 
Viktor Shchekochikhin’s titles: member of the Public 
Chamber under the Russian Federation President, owner of 
farmsteads and the “Zemlyane” Association, president of 
the Russian Union of Private Proprietors—he performs 
these and many other roles... DELOVOY MIR columnist 
Valentin Khalin talks with him. 


1 did not ask him how he has the time to cope with his 
roles. I did not ask because at the very beginning Viktor 
Vladimirovich noted casually: “I work 12 to 14 hours a 
day.” A person of bubbling energy, he literally compresses 
time even further in the process. We met together on a 
Sunday and spent about 4 hours, including a trip to the 
VDNKh (VVTs) [Exhibition of Achievements of the 
National Economy], where we viewed the farmstead 
exhibit, ate a quick cold lunch—bread, sausage, and coffee. 


Though most of the business people I have had occasion to 
meet have roughly the same mentality and do not take the 
trouble to separate day from night. I was struck by some- 
thing else. We had arranged to discuss problems in the 
development of free enterprise, but my interlocutor began 
speaking about... space. 


‘A national strategic objective can help Russia out of the 
chaos into which it has been plunged,” he said. “Let us 
recall how the instigators of World War II were revitalized 
after the war. Germany counted on foreign loans and 
advanced technologies, Italy did practically the same 
thing, and Japan went into the fields of electronics and 
automotive manufacturing. The USSR lost "the cold war‘ 
and collapsed. For the world of today, this geopolitical 
cataclysm is like the fall of the Roman Empire was for the 
ancient world. Then the people were plunged into the 
dismal Middle Ages for a long time. But today, Russia has 
retained a powerful reserve for a rapid revival. It has been 
and remains a great space power. And this invaluable 
potential must be utilized for all it is worth, as they say. 
Because it is the way to the future. Sooner or later harmful 
products and radioactive waste will be carried outside the 
limits of the atmosphere and energy will have to be 
obtained from new sources in the space near earth. Is it a 
coincidence that not only the United States, Russia, and 
the European countries, but China, India, and Japan have 
turned their attention to space? In this rush by all of 
mankind, Russia is among the first, and it has produced a 
valuable commodity. So why shouldn’t we take advantage 
of it? We can and must receive sizable investments to go 
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into space. Then the most advanced technologies will be 
required, the flywheel of the former VPK [military indus- 
trial complex] will begin rotating in the direction needed, 
plans will be revitalized, young persons will once again 
exert themselves in fiztekh, the Bauman, and the MGU 
[physicotechnical and Bauman educational institutions 
and the Moscow State University], and the brain drain 
will cease. 


“Back in July 1988, some persons who shared my ideas 
and I formed the ‘Zemlyane’ Business Cooperation Asso- 
ciation, whose members are associations with a nonstate 
form of ownership. The economic development of space is 
a priority for us. We are looking for promising aerospace 
projects for capital investment. Twice a year—in April and 
October—we hold international conferences in which sci- 
entists take part and we publish collections of materials. 
These are still just the first steps, of course. Many genera- 
tions of our descendants will be faced with tasks that are 
colossal in scope. But this is an objective, tangible strategic 
purpose, clear and attractive to each and every person, not 
some kind of mythical zommunism and sausage for 
everyone. Although you will see the people rallying 
together in the right way on the way into space, loving each 
other, and providing themselves with their daily bread ina 
friendly manner.” 


{[Khalin] You speak about private capital investment in 
space programs, Viktor Vladimirovich. But what about 
state and other forms of ownership? Is there really no place 
for them under the sun? 


[Shchekochikhin] Of course, why not? But they are very 
sluggish. The past 70 years of our history have clearly 
demonstrated that you will not overtake civilization by the 
roadside. There is no reason to invent the bicycle. I am 
convinced that the future lies with private ownership. 
What is good about 30 members of a cooperative, for 
example, arguing until they are hoarse and laboring in vain 
to determine the best way for them to enter the market? 
But a competent decision will have to be made in a short 
amount of time concerning the investment or transfer of 
capital, let us say. So it turns out that the private entrepre- 
neur is always ahead, and pays his employees—and pays 
them well!—for a business gain instead of a dispute about 
words. I was trained as an accountant and I worked as an 
auditor in different sectors. I often traveled throughout the 
former Soviet Union and realized long ago that only 
personal interest within a legal framework is capable of 
moving the economy, science, and culture ahead on pro- 
gressive paths. My path in business began when I opened 
one of Moscow’s first consultation bureaus in the field of 
economic law and finance. Two weeks after the law on 
cooperatives was approved I registered a cooperative— 
actually with the functions of a bank, which began pro- 
viding insurance, clearing and credit, and financial ser- 
vices. I opened training classes for accountants and 
cooperative chairmen. When I began accumulating capital, 
I saw for myself that it is impossible to realize economic 
plans outside of the market infrastructure, without reliable 
partners, a strong legal foundation, and a calm if not 
respectful attitude toward free enterprise and private prop- 
erty in the mass consciousness. I do not intend to take 
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capital abroad; on the contrary, I am actively trying to 
create an environment as favorable as possible for free 
enterprise, for foreign investments in domestic programs, 
and for the enlightenment of minds. I am attending the 
Diplomatic Academy myself, gnawing on the granite of 
post-Marxist science about the society we were guarded 
against for decades, and it has moved farther and farther 
ahead. Now this is what I have com > up with. I think I have 
been on the right path. The letters so convince me of this. 
Once I received a letter from 15-year-olds in the Far East: 
teach us the right way to make money competently, they 
said, so that we can become rich people and compete with 
the Americans. I received a similar request from mature 
persons in Western Ukraine who wondered why they spent 
the best years of their lives working hard on the century’s 
construction projects. They think they have enough 
strength to scrape together some capital over the next 10 
years or so and pass it on to their grandchildren to give 
them starting opportunities. 


Do you sense the mood? People are fed up with living in a 
country without rich peopie. And I agree with them. I want 
to see Russia without poor people. I am sometimnes called 
a private property fanatic. This is not the case at all. State 
enterprises, sovkhozes, or kolkhozes do not have to be 
broken up. Under conditions of market relationships, 
private capital should simply occupy its proper place in the 
economy. But for a start, taking into account our traditions 
of leveling and parasitism, it must be provided for, 
including through legislation, by giving priority to oppor- 
tunities for its buildup. Only then will there be a truly 
competitive environment—the ferment of a country’s pro- 
gressive development. Only then will there be genuine 
democracy. The owner (it does not matter what he owns— 
capital, a creative gift, or a profession) is economically 
free. He will never be suited by a ration, unlike those 
whose payment depends entirely on the arbitrariness of the 
state and its officials. An energetic person will always find 
an energetic employer. Aiid they will not be serving an 
abstract state interest, but shaping a state which is capable 
of looking out for the interests of its citizen-owners. In my 
view, this is what democracy is all about. 


[Khalin] As I understand it, you are building a bridge from 
the national idea of space development to the creation of a 
state with a market economy and prosperous owners. How 
can this be achieved and in what period of time, in your 
view? 


{Shchekochikhin] Not in 30 or 40 years, as the skeptics are 
promising, but much sooner. In order to consolidate 
market relationships we need two things—private owner- 
ship and a competitive environment. There is only one 
way to achieve this—through parliament. As owners, we 
want and should be represented in a legislative organ. We 
are prepared to join a bloc with parties which really stand 
up for the rights of entrepreneurs and common human 
values. I think we will find understanding both 1n the State 
Duma and among the people, and together we will work 
out and adopt a normative foundation for a legal demo- 
cratic state. The people are tired of the shocks and the 
futile political brawling, and they yearn for clarity and 
stability. | am convinced that the healthy, productive 
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forces of our society are capable of offering a clear-cut 
program to get out of the crisis and awaken Russians’ 
creative spirit. We were not born yesterday! If other states 
have been able to raise themselves from the ruins to the 
heights of prosperity, God himself has told us to dare. Our 
resources—both natural and human resources—are inex- 
haustible. We need only to get organized, unfetter initia- 
tive, and move from populist games to actual reform of the 
economy. 


[Khalin] But what do you mean by “a clear-cut program?” 


[Shchekochikhin] First of all, we need a package of laws on 
private property: it is sacred and inviolable. Only then will 
it be possible to stop official arbitrariness and all kinds of 
social experiments—first given, then taken away, either 
forgotten or lost. Separately, laws on the priority of 
domestic private enterprise and the right to own, buy and 
sell land... 


[Khalin] Excuse me, but the mass media from government 
circles are advertising the successes of privatization. At the 
end of last year, the president’s edict “On Regulating Land 
Relationships and the Development of Agrarian Reform in 
Russia” was published. Isn’t this really a solution of the 
problem? 


[Shchekochikhin] I will answer the question with another 
question. Simply put, for ordinary people to understand. 
Vanya is lying on a sofa with a share of stock in his pocket. 
He has not tasted the competitive struggle, and he has not 
burned his fingers in bankruptcy. He will be receiving 
dividends without risking anything except his voucher. 
Well, what kind of owner is he? As before, he is relying on 
the collective reasoning of some other person. And that 
person is a member of the nomenklatura—he has not 
raised a finger, either. Both of them seem to be relying on 
each other, but both of them would not object to cheating 
each other. Vanya has been working listlessly, and he is 
counting on this in the future as well; the bureaucrat could 
not care less—as before, he is closer to the feeding trough. 
It does not smell of reform here, either. There is still no 
owner of capital, no person with work skills—no competi- 
tion, no ownership, and hence, no market. 


As far as the land edict is concerned, it dues not have direct 
action; it only declares private ownership of land and 
contains references to the legislation in forve, which does 
not reflect the questions of buying and selling. In the 
meantime, land is not being put into private ownership, 
but leased or inherited for use during one’s lifetime. It may 
be terminated not with the death of an owner, but much 
sooner: under the new edict the land becomes the object of 
auction bidding. The farmer who has invested millions of 
rubles and years of work in his plot risks being deprived of 
it right away. It may be taken away by the heads of 
administrations under the pretext that it has been utilized 
poorly. That is, a wide sluice has been opened for official 
arbitrariness. 


This is a deeply personal question for me: I invested a great 
deal of money in land. I have several thousand hectares in 
the suburban Moscow area and near Ryazan. Last fall I 
harvested a good barley crop. With what I received from 
its sale I bought two tractors and two combines, thereby 
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providing new equipment for future agricultural opera- 
tions. I recently acquired deserted farms on a sovkhoz—I 
will be raising bulls. There is an arrangement with a 
Spanish firm to form an SP [joint venture] to process 
livestock products. 


[Khalin] Do you consider yourself a rich man? 


[Shchekochikhin] There are different kinds of wealth. I 
want to enjoy all the advantages of land, of course. But for 
me this is not an end in itself. I do not store up money in 
a box or go on a spree. I am fascinated by the process of 
enterprise itself, and I want my money to work for me. 
Those who formerly were engaged in illegal economic 
activity, those who grabbed state property in the course of 
privatization, and those who receive superprofits without 
any preparation boast about their wealth. These people 
have not smelled the market or earned every kopeck 
through bitter experience. They obtained their wealth 
easily and they lose it easily—on binges, possessions, and 
in the casino. They corrupt society and their environment, 
mistreat less fortunate citizens, and disparage the impor- 
tance of true entrepreneurs, who are increasing capital not 
for the sake of luxury, but by vocation as production 
organizers and those who create what is new and 
advanced. There have been forerunners of the latter in 
Russian history—Tretyakov, Mamontov, Morozov, 
and Sytin. 


Generally speaking, ! distinguish between three varieties in 
enterprise: the nomenklatura variety, that is, the enterprise 
that is “seized for privatization,” the state enterprise, 
personified by the corps of directors; and finally, our 
private enterprise, when a person has struggled through all 
the obstacles with his own brain and has achieved his 
status by hard work. To us, the first two groups exist as 
partners which have to be forced out in the course of the 
competitive struggle. There are few of us at present. As an 
example, the “Goryachev” Concern in St. Petersburg, 
which manufactures and repairs pianos. At Ramenskoye, 
in the suburbs of Moscow, the builder Guskov is well- 
known... In a word, there are about 5,000 legal entities in 
our union. In general, the entrepreneurial class in every 
nation under market conditions makes up no more than 3 
to 5 percent of the population. We are far removed from 
this indicator, of course. But there is a time for everyone. 
And we will reach our heights, too. 


[Khalin}] Well, all right, one way or another, but you are 
wealthy and I am not. How does this correlate with your 
thesis on a Russia without poor people? 


[Shchekochikhin] The number of poor will be reduced in 
proportion to the increase in the number of wealthy 
persons. Well-to-do persons will need hundreds and thou- 
sands of skilled workers, engineers, lawyers, and so forth, 
including artists and journalists. Each one of them salaried 
in accordance with his services. If you do not want to stand 
in need, demonstrate the quality of your work. After all, 
everything is competitive here as well. Perhaps to a certain 
extent it is accidental or good luck. But this is life. This is 
what the West is based on. And it does not seem to be 
especially poor. As far as the sick and the aged are 
concerned, the state will take care of them if we are 
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meticulous about paying our taxes. And every state is rich 
with the wealth of its citizens. The more wealthy people 
there are, the wealthier the budget. Charity cannot be 
disregarded, either. 


[Khalin] So we are standing at the gates of paradise? 


[Shchekochikhin] Paradise will never come if we wait 
passively for manna from Heavezi. If you want to live, 
know how to spin around. This probably sounds a little 
crude, but it is 100-percent true about everything. We 
ourselves are the only ones who will protect our interests. 


Economic Reforms in Present Form Scored 


944E0611A Moscow MOSKOVSKIY KOMSOMOLETS 
in Russian 17 Mar 94 p 2 


[Article by Andrey Lapik: “Cry for Gaydar’’] 


[Text] The prime minister was clearly unlucky with his last 
name. Indeed, what can be expected of a government headed 
by a person by the name of Chernomyrdin? That is not even 
funny. That is mockery.... 


ow of It Through the Day and Hold Out Through the 
gnt 


From the very beginning nobody believed in the reforms. 
Yeltsin was a populist but not a reformer. It is one thing to 
drive out the communists, to destroy the previous system, 
to promise everything and anything, but it was something 
altogether different to build something new ina country. A 
new economy, new property relations, a new order. It is 
one thing to speak about a transition to the market, at the 
mention of which the hungry voter begins to salivate: 50 
kinds of sausage, a jot of meat and vodka. And quite 
another—to make the transition to this same market— 
through increasing prices, property stratification, and 
unemployment. 


And here Gaydar appeared. Where he came from and why 
Yeltsin trusted him—nobody knows for sure. 


Possibly the president read one of his articles. But the post 
of prime minister could have been taken over with the 
same success by Vasiliy Selyunin, Nikolay Shmelev, or 
Larisa Piyasheva... 


As carly as a week before Gaydar’s appointment leading 
observers were asserting: Yeltsin is not capable of any 
transformations in the economy. He simply does not 
understand what needs to be done. And if it is explained to 
him he will never decide to do it. 


The same opinion was held by Yavlinskiy and Fedorov, 
who had already worked in the Silayev government. 
Everything will go as it goes. It will collapse and be 
plundered. Rot and ¢ucompose. Until everything gets as 
bad as it can be. Until Russia ends up on the brink of 
complete collapse, until it sinks amidst bloody 
rebellions, hunger, and poverty. 


The first to shut down will be the railroads. The cities will 
be deprived of light and heat. The peasants will hide grain 
from the state and the workers’ food detachments will be 
met wth axes. 
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The army will become insubordinate and try to seize 
power, But it will be almost impossible to keep it. Hunger 
is Stronger than fear. 


State institutions will collapse before our eyes, Everyone 
will begin to try to save himself as best he can. Banditry, 
crime, epidemics. War by everyone against everyone else. 
Demarcation of territories, borders with machine gun 
bursts along the roads, local money used for toilet paper... 


Actually, everything was proceeding toward this. Every 
little town near Moscow was printing its own paper 
money—coupons for sugar, tea, tobacco and vodka, for 
eggs and cereal, macaroni and flour. In Moscow some 
things could be bought freely, but 50 kilometers to the 
south or north—there was almost nothing. They would get 
in line to wait for milk at 0500 in the morning. Cheese, 
meat, and sausage were not seen for months. Bread could 
be bought only after waiting in line for hours. Canned 
goods required a certificaic. It seemed that there would 
never be an end to it. But now three years have passed and 
who remembers it? Nobody. 


Now everyone puts on an intelligent air and discusses the 
idea that the reform could have been conducted with lesser 
costs: It was not necessary to rob the people, to destroy the 
enterprises. That Gaydar’s methods turned out to be 
flawed and destructive. That “the whole country is shaken 
from these experiments.’ And now everything will have to 
be done over again, corrected, restored. 


Others, conversely, reproach Gaydar for being too soft and 
inconsistent. It was necessary to bring what was started to 
completion: to decontrol all prices, to completely refrain 
from subsidies, to destroy inefficient productions. 


And each is right in his own way. But reflections about the 
idea that what Gaydar did was not what he should have 
done and what he should not have done emerge from the 
present-day reality for some reason. And this is unfair, to 
say the least. Gaydar did what he could do at the time. And 
we still do not know in what kind of country and under 
what kind of authority we would be living today if he had 
not managed to convince Yeltsin that it was impossible to 
keep controls on consumer prices any longer and, conse- 
quently, they had to be decontrolled. 


True, we do not know what would have happened other- 
wise: What kinds of plans the government would have 
come up with today and who would be in charge there if 
only Gaydar had managed to persuade Yeltsin. What, for 
example, would have happened to industry and agriculture 
if oil and coal prices had been decontrolled all at once, 
during the first months of the reforms, and not gradually? 
Collapse. Paralysis of the economy and the social sphere. 
Hyperinflation which could not have been stopped.... 


In a word, not everything is as simple as it seems: Gaydar’s 
reforms are market reforms, which are useful and correct, 
and everything that is not included in these reforms is bad. 


In general | do not believe that the country’s economy has 
been managed by anyone at all in recent years. All this time 
we were being carried along on the waves; there simply was 
no independent course and there could not be one. 
Ryzhkov, Pavlov, Gaydar, and Chernomyrdin—all of 
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them were just hanging on to the helm and at best were 
checking to make sure that the ship did not dive into the 
water and sink. Gaydar had to cut down a couple of masts 
and throw superfluous items overboard. At least he kept 
the ship afloat. That was his assignment. And that 
was good. 


Now, of course, we can regret the things that we lost or, 
groaning, we can throw up some boards to take the place of 
the masts. But this will not change the essence of things. 


Whether it is with Gaydar or with Chernomyrdin, we are 
still tossing about without a rudder until the winds bring us 
up to some shore. 


Of course this does not mean that we must grow weak and 
not try to do anything. We must strengthen discipline, 
pump out the water, swab the deck, or sharpen the anchor 
with a file—as long as we do something. Otherwise, the 
inactivity will cause the team to start to drink, to be 
depressed, and to hang the captain and his assistants from 
the mast. Incidentally, this is already psychology. But what 
is the difference? 


There Will Be No Anesthesia! 


When Gaydar left the first time it was indeed perceived as 
a tragedy. Leaving along with him were the hopes that life 
in this country could change for the better at all. 


For the first time people had been given at least some sign 
of hope: Goods appeared, the waiting lines disappeared. 
That alone could serve as a confirmation of the correctness 
of the course that had been chosen. And if Gaydar had 
been allowed to finish what he had started.... 


And in fact what could have happened if Gaydar had not 
been interfered with? 


Yegor Timurovich asserts that with a strict financial 
policy, inflation could have been curbed fairly quickly. 


Against a background of financial stabilization, invest- 
ments in production would have been advantageous. 
There would have been billions’ worth of capital invest- 
ments in the most promising branches of the economy. 
Real money, dollars. As a result—a construction boom, 
technical retooling of enterprises, the introduction of new 
technologies, development of the infrastructure.... 


It is another matter that it would have been necessary to 
pay a considerable price for all this. The only ones that 
would have been likely to stay afloat would have been the 
extraction branches, enterprises involved with initial pro- 
cessing of raw material, an insignificant proportion of the 
defense plants, and the agrarian sector, without which you 
cannot get anywhere in any case. 


And 20-30 million unemployed would have become a 
reality. These people would have been discharged all at 
once, within a half year. Even today, according to calcula- 
tions of the Russian Academy of Sciences, the proportion 
of enterprises operating at a loss is 35 percent. If prices of 
energy sources were to be raised just a little more, 
according to all canons, 60 percent of the Russian enter- 
prises would go bankrupt. 
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But these, as it were, are pure calculations—in terms of 
profitability and production outlays. But in fact not only 
the weak ones but also the ones they would grab hold of 
would sink, It is sufficient for one bank to be destroyed in 
order for hundreds of its clients to be left without money. 
It is sufficient for one monopoly enterprise to go bankrupt 
for all the recipients of its products to be on the verge 
of collapse. 


But the ones that survived would be in perfectly good 
shape. And, possibly, their profit would be quite enough to 
feed the unemployed and to import a sufficient quantity of 
goods and food products. 


In time, and fairly soon, the first green shoots would begin 
to appear on the scorched fields of reforms. Opening up in 
the premises of the former shops and factories would be 
new private enterprises which would produce products 
completely in line with the world level—under licenses, 
using imported equipment and technologies. In principle it 
is not so difficult to make vacuum cleaners, refrigerators, 
and washing machines. And who these enterprises would 
belong to—our capital or foreign capital—does that make 
any difference? 


The patriotism would lie in the fact that the economy was 
finally working. So that foreign goods would gradually be 
crowded out of the domestic market. So that domestic 
products would be just as good and inexpensive. So that 
they would penetrate into foreign markets and increase the 
influx of currency and technologies to us. 


A few small things, as they say, would be lacking: To live 
through the first two years of mass unemployment, to quell 
the dissatisfaction of millions of people who had been 
thrown out into the streets, and not to allow theft, violence, 
and rebellion. To create new jobs, organize social work, to 
pay people for merely sitting quietly at home.... 


Are the government and president ready for this? Is our 
entire system of social protection capable today of finding 
jobs, retraining, or even supporting all 3 million people 
with stipends. With full mobilization—5-6 million. What 
about the rest?... 


Hypnotists and Horses 


What is remarkable about Gaydar? He hypnotizes us with 
the simplicity of his solutions. There is no need to invent 
anything new. It is a typical three-move problem: Com- 
press the money supply—stabilize finances—attract 
investments. And that is it. You can calculate the profit. It 
is very modern: Without doing anything you can put 
together the capital. Today 10,000, tomorrow—a million, 
day after tomorrow—a billion. It is not important how. 
The main thing is the result. 


Why waste your time on concrete producers? Let them 
solve their own problems. Why regulate investments? 
Money knows where to flow. There is no need to exercise 
the muscles of the state; on the contrary, it must relax its 
grip—and the fear of ruin combined with prospects for 
getting rich quick will do everything for us. 


We have tried it—it does not work. Fear, of course, is an 
excellent motivater, but what if, for example, a person does 
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not become frightened the way he is supposed to, or he will 
not run faster than a horse in any case—he cannot, The 
same thing with enterprises; Whether you frighten them or 
not, using the equipment they have and the technologies 
with which they are armed, not to mention the qualifica- 
tions of the workers, you will not get far. 


Things have not worked out with material incentives 
either. If the administration had officially had a share of 
the profits of its plants and factories, kolkhozes, 
sovkhozes, perhaps it would have managed these enter- 
prises differently. But as it is—what difference does tech- 
nical progress make? You quickly democratize and jump 
ahead—and you sit there and wait for subsidies. 


For the first year and a half Gaydar struggled with the 
consumers. With all its might the government stifled 
pensioners, doctors, and teachers, and allotted no money 
for science and art. It simply gave the enterprises no cash 
to pay wages. They thought they had to restrict consumer 
demand. Then the prices would stop rising as well. 


Nothing of the kind. State enterprises could not care less 
about consumer demand. There were mutual nonpay- 
ments, working for the warehouse. Instead of lowering 
prices, they began to curtail production. 


Then they decided to approach from the other direction: 
To drive domestic prices up to the level of world prices and 
let foreigners have domestic monopolies. Anyone who 
could not withstand the competition with foreign goods 
would perish. He would be shown the door. And what 
difference did it make to the consumer what he had: 
Russian cheese or Dutch cheese? The Dutch cheese is 
even tastier. 


For an entire year they were moving toward finally decon- 
trolling prices. By last autumn they discovered that 
domestic prices might very well exceed world prices—and 
nothing! The economy was operating just as inefficiently as 
it was before. Domestic producers, instead of reducing 
production costs and improving the quality of their prod- 
ucts, dem anded one thing: protection from foreign goods, 
high customs duties, and protectionism. 


Theory is one thing, and how it is manifested is another. 
Try not paying wages to miners. Or put the automotive 
giants to rest. In the former case they were unable to hold 
down consumer demand, and in the latter they could not 
hold up under the pressure from the producers. Gaydar 
failed in the social sphere and the nonpayments crisis. 
Chernomyrdin raised customs duties. How is the one 
better than the other? Gaydar’s return to the government 
last year was marked by nothing at all except a scandal 
over the elections. He did not even try to do anything in 
the post of first deputy prime minister. And they would not 
have allowed him to do anything radical. All that time he 
was something like a table decoration—some kind of 
stuffed pig which nobody could eat, but they would stick a 
fork into him from time to time out of ignorance. 


Understandably, in order to conduct reforms or, rather, to 
destroy domestic industry, Gaydar at least had to become 
a majority leader in the State Duma and hold a position of 
deputy prime minister. Then he could have looked to the 
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president less and conducted an independent policy. But 
apparently, he went against logic here: A dentist who, 
without anesthesia, pulls the teeth of everyone who ends 
up in his chair cannot hope for his patients to love him. To 
them he is primarily a sadist, a torturer. And although 
things will get better—they still had to pay for this with 
their teeth. They cannot grow new ones. 


And there is always a suspicion that there was no need to 
pull them out at all, that it was possible to fix them.... 


The Magic of the Circle 


Chernomyrdin, as distinct from Gaydar, was convinced 
that it was still possible to change things. Here is his logic: 
Let us earmark the priority branches—the ones without 
which we cannot live—transportation, energy engineering, 
communications, the agro-industrial complex. We must 
help to support them. Not give them money thoughtlessly, 
but for concrete projects. For instance, we could buy 
imported equipment for the food industry. Everyone 
knows that one-third of the agricultural products are lost 
during processing and storage... 


There are enterprises that need only the first impetus, to be 
put back in shape—and they will make their way to world 
markets. Many need no help at all. Simply leave them 
alone and do not oppress them with taxes. Do the petro- 
leum and gas workers not know how to increase their 
output? 


It is necessary to increase the controllability of the national 
economy. If an enterprise is financed by the treasury it 
must be answerable to the state. Price restrictions. In a 
year it was clear that if you raise transportation rates and 
the cost of electric energy, all the other prices will increase 
immediately. In a couple of months the energy engineers 
and railroad workers will begin to operate at a loss again. 
The situation reproduces itself. Only with each new spiral, 
more enterprises become unprofitable. 


We must sit down and reach an agreement: We will not 
raise rates any more, it is better to let a couple of branches 
exist on subsidies than all industry and agriculture. But 
you too, gentlemen users, keep your prices within reason- 
able bounds, do not crank up profitability, do not try to 
live well at someone else’s expense. The treasury is not 
made of rubber. If we get rid of the subsidies it will be the 
worse for you.... 


But what do you say to this? Logic! But in reality? 


Were the state enterprises not previously controlled by the 
ministries and departments? The plan for the year, the 
quarter, quotas, funds, statistical reporting—this will be 
harder than the contract system to which Chernomyrdin 
wants to switch the directors. What fool would live on 
wages now if he had untold resources at hand? 


And investments from the state pocketbook? So far the 
return from | ruble invested has not exceeded 8 kopeks in 
the state sector. Let us say that their conscience awakens— 
15 kopeks will be returned from the ruble. For a million in 
expenditures—1! 50,000 in profit. Not very effective! No 
budget in the world could take this. 
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And in general it is ridiculous to speak about “nonmone- 
tary” methods of fighting inflation. The agreement is 
worth more than money where there is control and failure 
to keep one’s words can cost not simply money, but all the 
money. And it is out of the pocket of the ones who make 
the agreement. 


Monetary methods, incidentally, are not worth much 
either. For the first half year or year they worked: Inflation 
depended almost entirely on the amount of money in 
circulation. If we constrict the money supply, do not pay 
for grain purchases, and do not give wages to the miners— 
prices grow more slowly. Once financing is opened up, 
there is a burst of inflation. But today, whether you 
constrict money supply or not, prices will grow anyway. 
Specialists say that inflation has manifested its character. 
Nonmonetary. 


Neither Gaydar nor Fedorov would achieve anything with 
his devices today. They did as much as they could in the 
autumn—to curb inflation for one month, until the elec- 
tions. And they did it shabbily: They simply did not pay 
money to the people to whom it was promised. And then 
they left, shutting the door in such a way that the dollar 
collapsed on Chernomyrdin. Let the winner pay. 


The Heavy Hand of Invisible Reforms 


I do not know, it seems to me that all these reforms— 
Gaydar’s, Chernomyrdin’s—are useless busy work, some- 
thing to distract the people. Gaydar drove the money 
supply here and there, Chernomyrdin intends to do selec- 
tion work on the enterprises. It is all the same—nothing 
will come of it. 


As long as it stands as a monolith, the state eeconomy— 
monopolized, militarized, dull-witted, scarfing up 
resources—you will not be able to do anything with it. 


Gaydar wanted to break it—they would not let him. And 
he could not have: The first to be ruined would be the 
government, along with the president and the minister of 
internal affairs. Chernomyrdin wants to cure it. But such a 
thing cannot be cured. No matter how many trillions you 
throw into our agriculture—we still will not receive a good 
crop. No matter how many benefits you give the Volga 
Automotive Plant—the Toyota will still be better than the 
Zhiguli. 


Nothing will happen in this country as long as we rob the 
state and tear it apart. As long as bureaucrats, bandits, and 
businessmen divide it up among themselves. When all this 
stops, everything will suddenly calm down. 


As soon as chaos and the lawlessness cease to bring us 
maximum profit—a strong power, a new order, and a 
government with the people’s trust will appear. 


These invisible reforms have been going on for a long time 
and soon will come to an end—according to all the signs 
there may be five or six years left, no more. Then we will 
achieve financial stability and vigorous economic growth. 
But until then—expect nothing. We have had no other 
reforms, and we could not have had them. Neither under 
Gorbachev and Pavlov nor under Yeltsin and Gaydar. But 
there is also another viewpoint. Larisa Piyasheva, for 
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example, states that immediately after the August putsch— 
two and a half years ago—it would have been possible to 
conduct any ultraradical reforms. The people would have 
lived through price increases and unemployment—if only 
to rid themselves once and for all of the previous hated 
power, an existence of semistarvation, and the unremitting 
hopelessness of socialist realism. 


The more so since in exchange people could gain economic 
freedom, ownership of the means of production, and the 
land. 


The breakdown of state monopolies; rapid, landslide 
privatization; the land reform; decontrolling of prices; 
reduction of taxes and halting of budget financing—this is 
what was required of the authorities after the overthrow of 
the communist regime. 


But Yeltsin went only so far as to liberalize prices. This is 
actually where all the reforms ended. Gaydar became 
obsessed with financial stabilization, perhaps letting go by 
his only chance to carry out more radical transformations 
in the economy. He limited himself to half measures, 
essentially changed nothing, and as a result he was 
defeated. 


But it is not even a matter of Gaydar himself. The problem 
is that over two years the social base for the reforms melted 
away. Society was split. The president has no uncondi- 
tional support from the population. The people are disen- 
chanted with the idea that the results of the reform can 
never meet their expectations. 


We no longer have a liberal option. There will be neither a 
peaceful democratic breakthrough to the market nor even 
a Chilean dictatorship. 


Of three possible paths of development, Russia has only 
two left, writes Larisa Piyasheva in an article entitled 
“There Will Be No More Russian Miracle.” Either the 
sluggish Yeltsin dictatorship, step by step abandoning all 
its democratic positions and being transformed before our 
eyes into Brezhnevian timelessness. Or an out-and-out 
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communist-fascist dictatorship, at the end of which we can 
expect complete collapse of all our hopes and illusions, 
more isolation from the world.... 


And in my opinion, all these changes of governments, 
programs, and presidents, all these elections and putsches 
will not change anything in principle. Global reform will 
go the way it has been going. At best the advantage will be 
gained by various groups of privatizers. Gaydar played 
into the hands of foreign capital. Chernomyrdin—to the 
benefit of the directors of state enterprises and big-time 
bureaucrats. If Zhirinovskiy comes to power—he will help 
the bandits or someone else. 


Relax, this has almost nothing to do with us. Work on 
yourself. 


Expansion of ‘Shadow Economy’ in 1993 Noted 


944E0624A Moscow FINANSOVYYE IZVESTIYA 
in Russian No 12, 24-30 Mar 94 p 3 


[Article by Mikhail Delyagin, director of the applied 
analysis service under the Institute of the Economic Prob- 
lems of the Transition Period: “The Share of the ‘Shadow 
Economy’ has Doubled in the Past Year”) 


[Text] Mikhail Delyagin, director of the applied analysis 
service under the Institute of the Economic Problems of the 
Transition Period, analyzes one of the reasons for the 
unfavorable changes in the structure of the money supply. 


During practically all of 1993 the rate of the growth of cash 
substantially exceeded the rate of growth of the money 
supply as a whole. According to data from the Central 
Bank of Russia, the amount of cash in circulation (the 
monetary aggregate MO) increased 7.9 times (from 1|.7 to 
13.3 trillion rubles) during the past year whereas the 
money supply as a whole (the aggregate M2) grew only 5.1 
times (from R7.1 to R36.7 trillion). 


The indicated inequality in growth rates has led to a 
substantial increase in the share of cash in the money 
supply (see graphic)}—from 23.5 percent as of | January 
1993 to 36.2 percent as of | January 1994. 


Share of Cash (MO) in the Money Supply (M2) 
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“All other things being equal,” the growth of the share of 
cash is evidence by itself of an increase in the shortage of 
money and of the increasing severity of financial policy, 
since cash, which primarily services the needs of the 
population, is the most difficult to contract and the least 
elastic aggregate of the money supply. 


Moreover, the growth of the share of cash in the money 
supply almost always means its involvement in the ser- 
vicing of production turnover. This takes place, as a rule, 
again in periods of increasing severity of financial policy as 
a result of the squeezing out of working capital from 
non-cash turnover into cash turnover. 


The growth of the share of cash in the money supply also is 
evidence of the reduction of the possibility of the state to 
influence actually occuring economic processes. The 
increasing severity of the state’s financial policy thus leads 
to the accelerated liberalization of the economy from 
under state control (in the absolute majority of cases being 
replaced, as we can see, by criminal control). 


The following comparison is important for evaluating the 
scale of the degree of involvement of cash in the servicing 
of production turnover: the Central Bank claims that 
R13.3 trillion in cash was in circulation in the territory of 
Russia as of | January 1994. Practically simultaneously 
with this the State Committee for Statistics reports that 
only a total of R7.8 trillion (not counting the money in 
commercial organizations) was in the hands of the popu- 
lation on the indicated date. 


The difference—R5.5 trillion (41 percent of all cash}— 
represents the working capital of juridical bodies and 
constitutes almost two-thirds of the funds in the current 
accounts of enterprises and organizations (R8.5 trillion as 
of | January 1994). We can be certain that only an 
insignificant portion of this money is being legally used as 
working capital—if only because nobody has abolished the 
enforceable enactments published in the 1992 “cash crisis” 
period and significantly restricting the legal use of cash as 
working capital. 


Today’s economic practice is evidence of the fact that the 
use of cash as working capital practically eliminates state 
control over the operations being carried out. Taking this 
into account the data derived indicate that 39.3 percent of 
the entire turnover of the economy of Russia is in essence 
not under the control of the state. One can easily disregard 
the uncertainty arising due to the presence of funds 
intended for wages in the cashier's offices of enterprises in 
the first place because, as of | January, all that one can pay 
the workers, as a rule, already has been paid and, secondly, 
because the magnitude cited can be considered only as the 
lower limit of the share of the turnover not under the 
control of the state. These are two reasons for this. 


The calculations derived take into account only the ruble 
component of working capital whereas a significant por- 
tion of many of the most dynamically developing markets, 
for example motor vehicles and housing, are being serviced 
only by foreign currency. 
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The most efficient directions of economic activity, where 
money turns over more rapidly and, consequently, suc- 
ceeds in servicing a greater volume of operations than on 
the average for the national economy, are escaping from 
under the control of the state first of all. 


The fact that as of | January 1993 the lower limit of the 
sector of the economy not under the control of the state, 
calculated on the basis of an analogous method, was at the 
level of 20 percent of the turnover merits attention. 
Consequently, the relative share and, correspondingly, the 
significance of the “shadow” Russian economy has at least 
doubled during the past year. 


Finist Bank Discusses Successes, Goals 


944E0621A Moscow RABOCHAYA TRIBUNA 
in Russian 23 Mar 94 pp 1, 4 


[Article by Vladimir Chernyshev, economic observer: 
“The Gold Reserve of ‘Finist’ Bank”’} 


[Text] 


In the Moscow bank rating, Finist Bank is in the group of 
extremely successful leaders, holding a stable position 
among them. Today this is a strategically advantageous 
position in the marathon distance of the Russian move- 
ment toward the market. It is possible to spring ahead, but 
then you run the risk of overtaxing your forces. And they 
are needed to confidently reach the goals that have been 
set. But the impressive rates of development of Finist Bank 
and its rapid and confident mastery of new kinds of 
services and modern banking technologies reveal in it the 
fighting spirit of one of the most powerful and promising 
financial institutions in the country. While in 1992 its 
currency reserve increased 2.8-fold, credit investments— 
2.5-fold, and profit—fivefold, during the past year these 
indicators stood out even more sharply—4.5-fold, four- 
fold, and 4.4-fold, respectively. Of course the growth of 
volumes and the scale of banking operations were taken 
into account here. 


The person I spoke with, Mikhail Gladilin, a member of 
the board of Finist Bank, nonetheless evaluates the results 
of the path that has been followed critically and in a 
balanced fashion. His taciturn reflections are distinguished 
by their simplicity, logic, and completely convincing argu- 
ments. I did not observe a desire to promote himself, to 
present himself in a more advantageous light. “We are a 
team that adheres to the ideology of mutual prosperity,” he 
emphasized repeatedly in the conversation. “That is, we 
can all get rich together, but not at one another's expense. 
Through mutual efforts we are striving to increase our 
combined revenues. This approach corresponds more to 
the Russian national character than the principle of 
Western individualism does.” 


Finist Bank, as one of the largest and most competitive 
general commercial banks of Russia, which performs to 
high international standards, was created in 1989 and soon 
obtained a license from the Central Bank of Russia. It is a 
matter of special pride that it has no cases of failure to 
fulfill its payment obligations. Under difficult economic 
conditions of rupture of economic ties, nonpayments, 
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decline of production, inflation, and other kinds of dis- 
order the bank has managed to protect the interests of its 
clients and stockholders. All of its stocks, incidentally, 
have gone through the procedure of licensing, that is, 
verification for quality and reliability, they have a perma- 
nent market quotation, and they are highly liquid securi- 
ties. All this attracts extremely solid and respectable 
companions. 


It would take too much time to travel to all the places 
where the bank does business—its 19 branches are located 
in large industrial centers of Russia and CIS countries and 
serve more than 6,000 dynamically developing enterprises 
and organizations. Finist Bank has correspondent relations 
with first-class banks of the United States, Germany, 
England, France, Singapore, and other countries. 


“Our bank’s gold reserve includes dozens of devoted, 
honest, and highly professional specialists,” Mikhail Glad- 
ilin says with conviction. “This year we will be placing 
most of our hopes in them. The bank has created a 
computer center and a significant analytical service that 
has diverse independent sources of information. We are 
investing a great deal of effort and money in the growth of 
our intellectual potential and technical retooling, while 
receiving a high return from this. In particular, Finist Bank 
plans to change over to a system of electronic payments, 
‘without leaving the office,’ within a realistic time frame 
and also to introduce a system of accounts using plastic 
credit cards. 


“Today our banking organism is in a stage of stable and 
confident growth,” continues Mikhail Gladilin. ‘While 
our previous achievements were gained relatively simply, 
our current prognosis and analysis convince us of the need 
to turn toward strategic target planning, to tested expe- 
dient and economical actions, and to a radical improve- 
ment of the quality of work and of personnel and bank 
subdivisions with existing and new service markets. The 
search for solutions is proceeding in a market spirit— 
healthy, vital, and creative. Strategic target planning, for 
example, strives to ‘look’ several years ahead, is built on a 
comprehensive analysis of global changes in economic 
conditions, and is calculated for specific spheres of activity 
and talented Russian entrepreneurs, as well as the capabil- 
ities of the partners and clients of our bank. 


“Here is one example of ‘quick reaction’ to what would 
seem to be insignificant changes in the economic situation. 
There was revealed a tendency for Russia to begin to raise 
higher and higher the customs barriers that protect 
domestic commodity producers from the flow of goods 
and finished products that has surged onto our immense 
market. So in a year or two it will be more advantageous 
not to import foreign goods but to produce our own 
products in Russia itself on the basis of existing enter- 
prises. But the latter have a significant ‘but.’ In order to 
produce competitive products, practically all Russian pro- 
ductions are in need of modernization, reconstruction, 
new mechanisms for financial and administrative activity, 
and retraining of personnel. Otherwise, we will never see 
high-class furniture, motor vehicles, audiovisual equip- 
ment, computers, or many other things with the long- 
awaited mark ‘made in Russia.’ 
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“In order to carry out these tasks the bank has founded the 
International Investment Fund (MFI) which will soon 
open in Moscow. It will work on establishing direct ties 
between Russian and Western partners, developing tech- 
nical-economic plans and investment programs, and pre- 
paring all the necessary documentation. In this connection 
I was happy to learn of the two-volume ‘Guide to German 
Enterprises’ which gives ‘portraits’ of 400 of the most 
successful German firms that want to work with their 
Russian partners. 


“The publication was prepared and published with the 
participation of Finist Bank in the Russian and German 
languages by the Russian firm Poliform in conjunction 
with its Berlin partner Katalist Verlagsgesellschaft GmbH. 
Because of the new information technologies it will be 
necessary to ‘work through’ other countries as well. So it is 
enough for our businessmen to fall within the field of 
vision of the aforementioned MFI, without running 
through the Moscow offices and dealing with the bureau- 
cracy, to engage in the creation of joint productions and 
the output of high-quality products on the basis of their 
own plants and factories. 


“Today Finist Bank is aiming at investing its money in the 
domestic economy. Under the conditions of the unfavor- 
able Russian investment complex this step, frankly, 
seemed questionable to me. After all, hundreds of today’s 
hanks are using their capital for transactions of the ‘buying 
and selling’ type. By reducing its share of such operations 
the bank will inevitably lose some of its profit. It will 
probably be necessary to have supernatural sensitivity and 
an especially large reserve of strength in order to invest our 
money in productions from which the return will come in 
a year or two. In industry, agriculture, road construction, 
and communications. 


“These are my assumptions here. While other businessmen 
are ranting and raving over super high profit, Finist Bank 
without a lot of fuss and with knowledge of their business 
holds key positions in the branches of the economy whose 
renewal will determine the image of the revived Russia. 
That is when the bank’s strategic vision will probably 
appear, the emblem of which today is the fantastic ‘Fin- 
ist—the bright falcon,’ a strong, keen-sighted, high-flying 
bird.” 


Population’s Material, Financial Status 
Deteriorating 


944E0612A Moscow NOVAYA YEZHEDNEVNAYA 
GAZETA in Russian 18 Mar 94 p 3 


{Unattributed article under the rubric “Nongovernmental 
Report”: “The Majority of Russian Citizens Have No 
Personal Savings At All. And, Apparently, They Will Have 
None”’} 


[Text] Jn the spring of 1994 the hopes and expectations, 
declarations and promises, disenchantments and lost illu- 
sions will be nine years old. 


The ideologists and the ideology of reform have changed. 
There is no longer any mention of the initial objective of 
restructuring the economic mechanism—the creation of a 
State system that stimulates a desire to work, which has no 











30 RUSSIA 


restrictions on wages and enables people to live better and 
better. The people are remembered when there is a real 
threat of social upheaval, when the government is taking 
spur-of-the-moment measures to quell the rising antago- 
nisms. That is the way it was and still is in relations with 
miners, gas extraction workers, petroleum workers, peas- 
ants, metallurgists, etc. As a result, two levels of socioeco- 
nomic perception have taken form today: 


—first, the theorizing, governmental one which, in spite of 
and without accounting for the results of voting, socio- 
logical polls, and domestic social and economic prog- 
noses, has relied on the questionable practice of listening 
to foreign advisers, using any means available to con- 
struct a model of a postsocialist society that is unfa- 
miliar to the broad masses; 


—second, the nationwide level, oppressed by the night- 
mare of the collapse of the homeland, unbridled infla- 
tion, and the growing squall of poverty and unemploy- 
ment. 


According to the estimate of Andres Ostlund from the 
Stockholm School of Economics, who until the middle of 
January 1994 was an economic adviser to the Russian 
Government, inflation in the country during 1993 alone 
amounted to 850 percent. 


The research division of the All-Russian State Company 
(TV4R) during October-November 1993 conducted a mass 
sociological poll of the population of the European part of 
Russia with a representative sampling involving 1,224 
people. Among others, the respondents were asked ques- 
tions about monetary savings. As a result of the poll it 
became clear that 57.0 percent of the citizens have no 
savings, 27.0 percent have money in the Savings Bank, and 
they are mainly elderly people, and one can confidently 
assume that whatever dealings the majority of them have 
with the bank are dealings involving pension accounts. 
Commercial banks are used by 3.2 percent of those ques- 
tioned and savings are kept in stocks and bonds by about 
3.0 percent of the citizens. About 4.0 percent use the 
services of savings and commercial banks at the same time. 
Thus 84.0 percent of the population of Russia have no 
guarantee of social stability. This is the large proportion of 
the population that is actively joining the constantly 
growing stratum of the so-called aggressive underclass. 


In the opinion of another former adviser to the Russian 
Government, Jeffrey Sachs from Harvard University, pub- 
lished by the newspaper THE NEW YORK TIMES, the 
failure of the reforms is explained by the West’s slowness 
in rendering financial aid to Russia: “Of the 18 billion 
which the IMF and the World Bank were to have turned 
over to Russia, only 2 billion has been received.” In Sachs’ 
opinion this kind of “support” for the reformers will cost 
the West dearly. In the opinion of that same FINANCIAL 
TIMES, “By saving a kopek but losing a ruble, the leaders 
of the West have possibly made the biggest mistake since 
Versailles.” 


On the crest of the so-called Russian nationalism, new 
meaning has been given to the idea of reinforcing the 
NATO bloc. The tone of statements in the Washington 
administration has changed. An administration expert on 
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the former USSR, Strobe Talbott, stated that Russian 
leaders should worry more about unemployment and street 
crime—whatever is bothering the simple people most. The 
administration of the IMF and World Bank assert that they 
have always recommended that the Moscow government 
develop programs capable of satisfying the “real needs” of 
the population. 


Former USSR president M. Gorbachev in November 1993 
was speaking in Richmond (the state of Virginia) at an 
international forum organized by FORTUNE magazine. 
Regarding questions of the crisis situation in the country 
and the role of the West, he said ““The problem is that the 
method of conducting economic reforms was rejected at 
the level of society. 


“The market is needed...but the negative results from it 
turned out to be greater than the positive. Production 
dropped by 40 percent as compared to 1989. In terms of 
living conditions the country was thrown back 20 years, to 
the beginning of the seventies. 


“What happened to the Western capital? Why is Russia 
not suitable for investing capital? We have less risk for 
investors than other countries do. The October revolution 
will not be repeated and we can solve the other problems 
along with you. In terms of business prospects, our country 
cannot even be compared with any other. 


“You have not resolved the main problem: Are you going 
to cooperate with Russia or not? There is a desire to keep 
Russia in the role of an appendage for supplying raw 
material to the West. We have received from your inves- 
tors absolutely no proposals for reorganizing the Russian 
machine-building industry. When it comes to petroleum 
and other raw material—sure. But not machine building. 


“Russia will never agree to play the role of a younger 
brother or a junior partner...in this respect it is closed, it 
will establish the conditions it needs and, relying on its 
own people, its own educated cadres, will prove itself. But 
the West will get a hostile armed regime.” 


What Is Happening in the Military-Industrial 
Complex? 


Events are developing tragically in industry, and above all 
in the military-industrial complex. According to data from 
the Russian Federation State Statistical Administration, 
last year there was a maximum reduction of output in 
branches that produce defense products—by more than 30 
percent. According to data of the intelligence administra- 
tion of the U.S. Defense Department, the decline of arms 
production in the Russian Federation amounted to: for 
attack helicopters—1990—70 and 1992—five; for artillery 
systems—1,990 and 450, respectively; for missiles with 
laser warheads—190 and 45; for fighter-bombers—575 
and 150; for combat infantry vehicles—3,600 and 1,100; 
for submarines—20 and eight; tanks—1,300 and 675; and 
bombers—35 and 20. (The figures for 1990 were for the 
USSR and for 1992—for Russia.) Since 1989 the volume 
of state allocations for the production of arms and military 
equipment has decreased in real terms by 78 percent, and 
financing for scientific research and experimental design 
work has decreased by almost as much. 
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In 1993 the client (the state) owed the defense industry 
about 300 billion rubles [R] and it had not paid its bills for 
1992 to many enterprises. By adopting a policy of state 
responsibility, the government is again discrediting itself, 
since it does not have a real economic basis for fulfilling 
the commitments it has made, and it even has an immense 
budget deficit. 


As a way out of the situation that has been created it would 
be possible to adopt a simplified version of the decision— 
to reduce the number of enterprises for whose financing 
the state bears responsibility. As a result, privatization 
could also affect those enterprises that must remain state 
enterprises, but the government will apparently have to 
“push” them into the market sphere. This is why the 
Ministry of Finance has the last word in the organization 
of the country’s defense capability. 


Salvaging Weapons and the Capabilities of the Budget 


The deadline for storing certain kinds of weapons will 
expire in the near future—about 70 percent of the overall 
volume subject to being salvaged. Several thousand square 
kilometers of land have been set aside for warehouses for 
equipment that is ready for salvaging. Additionally, in 
keeping with international agreements, Russia must elim- 
inate several classes of missiles and infantry weapons, 
which make up 30 percent of the volume. 


A federal program has been developed for salvaging arms 
and military equipment for the period up to the year 2000. 
The program is divided into two stages. The first stage 
(1993-1995)}—the development of documents, the selec- 
tion of a strategy and tactics, the introduction of new 
technologies—will require R2.4-3.4 trillion in the prices of 
the third quarter of 1993. This is to be financed from the 
state budget, foreign aid, and private investments from 
within Russia. As for foreign investments, during the next 
1.5 to two years the United States is promising Russia aid 
with equipment and technology for a total of $800 million, 
and Japan is promising another $100 million. A number of 
Italian and German firms are expected to participate. So 
far, in the words of Nikolay Shumkov, chief of the main 
administration for guarantee of supervision and salvaging 
of arms of the Russian Committee on the Defense 
Industry, R2 billion of Russian origin can be considered 
real investments. Taking the budget deficit into account, 
this will be another problem in converting Russia’s defense 
complex. 


Prices in Russia—Higher Than World Prices 


In 1993 (according to data from the Ministry of Econom- 
ics), prices of certain kinds of foods that make up the basis 
of the subsistence minimum of the population of Russia 
were equal to world prices or higher. 


In particular, the price of one tonne of sugar in Russia 
reached $650, while its price on the world market was 
$350, vegetable oil—$1,300 and $660 respectively, beef— 
$1,900 and $480 respectively; butter—$ 1,900 and $1,700; 
pollack—$700 and $400; and flour—$280 and $215. In 
1994 the prices of these and certain other products on the 
domestic market could rise significantly (up to 1.5- 
twofold). 
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Who Will Buy the Land 


In the opinion of specialists of the Russian Agency for 
Investments and Real Estate, the land market in the 
Moscow area has already taken form and the current 
oe in supply and demand will continue in the 
uture. 


Up to this point the buyers have been commercial banks, 
which have acquired the right to own plots of land and now 
intend to turn them into private property. 


The sellers are entrepreneurial structures, local adminis- 
trations, and joint-stock sovkhozes that are experiencing a 
critical need for money. Recently there have been so-called 
pure firms which were created especially for buying and 
selling land. The object of the transactions of the present 
day are mainly sections of land of up to 10 hectares. Of the 
total demand, 90 percent is for sections for suburban 
homes. The buyers are not only the future homeowners but 
also firms that intend to build cottages for subsequent sale. 
Of the plots that are acquired, 2 percent are intended for 
entrepreneurial activity, mainly for construction of gas 
stations and campgrounds, and 8 percent of the applica- 
tions are for garden plots. In a year and a half not a single 
plot has been acquired for organizing any kind of agricul- 
tural production. 


Civilian Production More Affected by Slump Than 
Defense Enterprises 


944E0634A Moscow SEGODNYA in Russian 
25 Mar 94 p 2 


[Article by Sergey Rybak: “The Defense Industry Product 
Is 69 Percent Peaceful: But One-Third of the Personnel of 
the Military-Industrial Complex ‘Still Works for War’”’] 


[Text] According to figures of the State Committee of the 
Russian Federation for Statistics, the decline in produc- 
tion last year affected civilian enterprises to a greater 
extent than defense enterprises: conversion was under- 
taken at 716 of them—98 percent of the total. The product 
manufactured last year constituted 83.8 percent of that of 
the year before, including 86 percent at conversion enter- 
prises. At the same time the extent of the basic defense 
order at plants and factories of the military-industrial 
complex is declining: The share of the “‘profile” product in 
their total output declined from 52 percent in 1990 to 31 
percent last year. 


Similar proportions may be observed also in respect to the 
persons employed in the production of peaceful commod- 
ities and those destined for the army: One-third of the 
employees of enterprises of defense industry were 
employed last year in the manufacture of “profile” prod- 
ucts, although 48 percent of personnel had been working 
on “peaceful products” in 1990 even. 


But the situation in the military-industrial complex was 
more complicated than in other sectors: The level of pay 
was approximately one-third below that of industry as a 
whole, and numbers of the personnel in the year declined 
12 percent, which was 10 percent more than in mechanical 
engineering and double that of industry as a whole. Some 
165,000 persons were released from conversion enterprises 
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last year, and the debt for purchased products constituted 
R1.2 trillion, and debts to suppliers past due, R854 billion. 


The directors of the defense works are attempting to 
emerge from the current situation independently: Thus in 
the funding structure the proportion of resources allocated 
from the federal budget for enterprises due for conversion 
constituted in 1993 some 21 percent compared with 24 
percent in 1992. But the proportion of borrowed funds in 
the funding of conversion increased from 41 percent to 44 
percent, on the other hand—this being mainly bank 
credit—but only 0.3 percent of all borrowed money came 
from foreign investors. 


Eighteen percent of the products manufactured by the 
conversion enterprises was shipped outside of Russia in 
1993, and military equipment and arms constituted one- 
third of export supplies. 


Goskomstat Figures on Number of Workers, 
Earnings in Industry 

944E0623A Moscow EKONOMIKA I ZHIZN 

in Russian No 11, Mar 94 p 7 (Insert) 


[Report ‘From Data of the Russian State Committee on 
Statistics”: “Numerical Strength and Wages of Workers 
and Other Employees in Industry of the Russian 
Federation in 1993”] 


[Text] In 1993 the number of workers and other employees 
working in industry totalled 19 million. Over half of them 
(55 percent) worked at enterprises of state or municipal 
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ownership, a third—at enterprises with mixed form of 
ownership, and | 1 percent—at private enterprises (in 1992 
these figures were 57 percent, 33 percent, and 10 percent, 
respectively). 


While production volume decreased 16 percent in 1993, 
the number of employees in the sector diminished by 5 
percent. This is related to the fact that enterprises are in no 
hurry to reduce their excess labor force, hoping that 
current economic difficulties are temporary in nature. 


Even under conditions of shortages of materials, raw 
materials, fuel, and component parts, and problems in the 
marketing of production output, many enterprises, in their 
striving to retain personnel, are effecting transition to 
operations with reduced work periods and are affording 
employees supplemental unpaid or partially paid leave. 


As of | January 1994, more than 7 percent of the people 
employed in industry were working less-than-full work 
periods. This includes 14 percent of workers in the light 
industry sector and 11 percent of those in machine 
building. 


From 5 to 14 percent monthly of the workers at enterprises 
where work was halted were on supplemental leave at the 
initiative of the administration. For workers in light 
industry, this figure reached up to 20 percent for certain 
months. 


The following table characterizes the data on changes in 
numerical strength and wage level of employees in the 
main sectors of industry in 1993: 


















































Strength increase (+) or decrease (-) Average monthly wage 
Number of Percentage of In rubles, 1993 In rubles, Factor of 
workers, 1993 1992 level December 1993 increase: 1993 
over 1994 jas 
published] 
Industry (total) -977,700 -4.8 64,000 145,700 9.0 
including: 
Electric power industry +44,200 +6.8 120,400 298,800 9.3 
Fuel industry +28,300 +2.4 137,700 339,700 8.6 
Ferrous metallurgy +3,500 +0.4 78,600 158,500 8.3 
Nonferrous metallurgy +4,900 +0.7 111,600 263,300 8.1 
Chemical and petrochemical industry -49,500 -3.7 56,700 116,500 7.8 
Machine building and Metalworking -814,200 -9.2 46,800 103,300 9.3 
Lumber, woodworking, and pulp and - 136,400 -7.6 52,900 120,700 8.2 
paper industry 
Building materials industry -56,500 -5.9 65,500 141,400 9.9 
Light industry -83,600 -4.6 42,400 86,100 7.9 
Food industn +17,600 +1.2 78,500 177,500 9.9 














Under the influence of intensified sector wage differentia- 
tion, the level of wages in the fuel industry and electric power 
industry in 1993 being triple the wages in light industry and 
machine building (in 1991 the factor increase was 1.5- to 


1.7-fold), an intersector modulation of numbers of 
employees is taking place. This is increasing appreciably in 
the electric power industry and fuel industry, and decreasing 
in the lumber, woodworking, and pulp and paper industry. 
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ae Shows Industrial Production Decline in 
l 


94406324 Moscow DELOVOY MIR in Russian 
No 53, 14-20 Mar 94 p 12 


[Article by Vladislav Belyanov, candidate of economic 
sciences: “A Decline Without Signs of an Upswing: What 
Monthly Surveys of Industrial Enterprise Leaders Showed 
in 1993” 


[Text] DELOVOY MIR regularly acquaints its readers 
with the results of the monthly surveys of industrial enter- 
prise directors, which the editors of the independent 
ROSSIYSKIY EKONOMICHESKIY BAROMETR bul- 
letin have conducted since December 1991. This publication 
is now offering the aggregate results of these surveys during 
1993. The editors accumulated the material from two years 
of statistical samplings. Readers, who are interested in the 
dynamics of the data obtained, can go to the final publica- 
tion of the data for 1992 (DELOVOY MIR dated 25 March 
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1993) and the 1993 quarters (DELOVOY MIR dated 28 
August 1993 and 11 January 1994), 


We would remind you that the respondents are approxi- 
mately 150 industrial enterprise directors from various 
regions of Russia. The enterprises are mid-size (the 
number of workers is 800-1200 people) and the percentage 
of state ones among them decreased from 50 percent to 25 
percent during 1993. They operate basically in the 
domestic market. Speaking briefly, they are typical Rus- 
sian enterprises devoid of monopoly benefits which found 
themselves one by one in the market. ; 


One should emphasize the reliability and high accuracy of 
the directors’ evaluations. A good knowledge of actual 
economic practices, competence and responsibility for 
their judgments are displayed in the appraisals. 


Let us compare the directors’ appraisals of management 
results in 1993 with their forecasts of the expected results 
for last year and the first six months of 1994 (see Table 1). 





_ Table 1. Some Final Indicators for 1993 and the Forecast for the First Half of 1994 (%) 






























































June 1993 as a percentage December 1993 as a Forecasts Made in 
of December 1992 percentage of June 1993 January 1994 
Forecast Actual Forecast Actual March 1994 June 1994 
made in made in as a per- as a per- 
January July 1993 centage of centage of 
1993 December December 
1993 1993 
1. Actual volume of products, work, services 101 94 99 95 94 102 
2. Number of workers (including supernumeraries, 96 95 103 95 96 95 
contracted workers, workers holding more than 
one job, etc.) 
3. Actual amount of capital investments 51 61 46 52 - 41 
4. Capital investments not made and not being 30 - 32 
made (actual, percent of those replying) 
5. Average price level for produced products 198 258 219 197 139 185 
6. Average price level for acquired products 223 311 265 239 164 224 
7. Average monetary wage of workers 174 245 186 182 123 160 
8. Financial condition of the enterprise after six months (forecast; percent of those replying): 
a) Will worsen | 33 41 28 
b) Remain approximately the same | 53 43 53 
c) Will improve 14 17 19 
9. Financial condition of the enterprise was (actual; percent of those replying): 
a) Good | - 0 
b) Normal 39 - 21 - - 
c) Poor 59 - 79 - - 























First of all, let us point out that the data is convincing 
evidence of the high accuracy in the directors’ forecasts. 
Differing somewhat from the actual results (this is com- 
pletely normal), these forecasts reliably reflect general 
development trends. On the whole, these appraisals are not 
noted for optimism although they contain details of no 
small importance, which deserve attention. 


There is, perhaps, only one noticeable deviation from the 
indicators in official statistics. The directors’ appraisals of 





the actual volume of products, work and services practi- 
cally do not state their decline (as it follows from the State 
Committee for Statistics data) but rather reveal a marking 
time. A previous survey made the assumption that this is 
explained by the specific nature of the responding enter- 
prises: Being mid-size, they display greater stability than 
large and small firms. Spot conversations with the enter- 
prise directors apparently conf rm our version. 


Other indicators correspond to the description of the 
situation as a typically crisis one. The number of workers 
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is frozen or is being reduced. A general increase in prices, 
in whose structure purchase prices are outstripping sales 
prices, is continuing. The financial condition of the enter- 
prises is worsening. The labor costs (wages) are lagging 
behind price increases in their growth. 


A certain slowdown in the growth rate of prices (and this 
means of inflation also) is reassuring to some degree: 
During the second half of 1993, these rates decreased and, 
during the first half of 1994, the directors expect a further, 
although small, slowdown in price increases. It is also 
impossible not to see that the percentage of those, who 
expect a worsening of the financial situation in their 
enterprises by the middle of 1994, has decreased 1|.5-fold. 
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However, the situation with investments, which are rap- 
idly being reduced, is extinguishing this weak spark of 
hope. In such a case, where can one expect an upswing if 
there is no growth in capital investments and no modern- 
ization of the production system? 


According to the survey data, the actual volume of capital 
investments in June 1993 was 61 percent of the December 
1992 level and in December 1993 it was 52 percent of the 
June 1993 level. The directors expect that it will equal 41 
percent of the December 1993 level in June 1994. These 
data correspond to the long-term estimates of demand for 
production capacities and manpower (see Table 2). 





Table 2. Availability of Production Capacities and Complete Manpower Staffing Relative to the Demand for Enterprise 
Products, Expected in the Next 12 Months (as a percentage of those surveyed) 
































Possible answers When answer obtained 
June 1993 September 1993 | December 1993 

A. Availability of production capacities: 

1. Surplus 21 32 38 

2. Normal 55 40 47 

3. Insufficient 25 28 15 
B. Complete manpower staffing: 
"1, Surplus 16 29 32 

2. Normal 57 49 56 

3. Insufficient 26 22 22 














As we see, the percentage of those enterprises, which 
possess surplus material and labor resources, increased 
during 1993 and the percentage of those enterprises, which 
experienced a shortage of them, decreased. 


A conclusion about the non-typical nature of the Russian 
crisis suggests itself. The fact is that the prolonged slump 
(despite a certain slowdown in it) is not displaying the 
beginnings of an upswing. The directors steadily predict that 
approximately another five years are required before the 
crisis ends. This is very similar to the fact that an upswing is 
generally not expected on the Russian economy’s present 


path. It is simply slipping down to another, narrower and 
primitive, level of development—to another, narrower, 
orbit of economic life from which, as the historical experi- 
ence of developing countries confirms, it is practically 
impossible to set off for the heights of civilization. 


The Tenacious Noose of the Financial Crisis 


Table 3 reflects the answers to the question on the causes 
hindering production growth. It was proposed that the 
respondents name 3 of the 12 possible types of reasons. 





Table 3. During the Last Six Months, What Has Primarily Hampered Production in the Enterprise 
(as a percentage of those answering) 
































Possible reasons When answer obtained 
January 1993 April 1993 July 1993 October 1993 January 1994 
1. Shortage of financial assets 56 56 61 64 65 
2. High taxes 39 37 48 65 
3. High prices for raw materials, materials and 59 56 54 53 52 
semimanufactures 
4. Insufficient demand for products produced 48 42 38 34 50 
5. Shortage of raw materials, materials, semimanu- 40 33 27 18 14 
factures,etc. 
6. Mistakes in production management 3 4 7 2 5 
7. Shortage of manpower 6 5 9 7 3 
8. High cost of manpower 3 3 4 7 3 
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Table 3. During the Last Six Months, What Has Primarily Hampered Production in the Ente: prise 
(as a percentage of those answering) (Continued) 
Possible reasons When answer obtained 
January 1993 April 1993 July 1993 October 1993 January 1994 

9. Transportation-information difficulties 2 1 0 3 

10. Privatization 0 I I 2 

1. Shortage of equipment,production capacities, 2 5 7 6 0 

premises 

12. Low worker skills 3 . - 

13. Other reasons 8 7 3 6 7 




















The answers received do not contain any justification for 
other interpretations: The crisis in the financial area and 
the sales crisis connected with it hindered production 
during all of 1993. 


Let us point out that, among the financial reasons reining in 
the economy’s normal functioning, it is not strictly market 
factors but an administrative smothering of growth that is 
showing through more and more clearly. Indeed, whereas 
the impact of the price factor (59 percent of those answering 
in January 1993) occupied first place at the beginning of 
1993, this factor moved to second place in the middle of the 
year despite the continuing increase in prices, yielding first 
place to the shortage of financial assets in the enterprises. It 
had moved to third place by the end of the year, having been 
passed by high taxes. Moreover, the impact of the two 
leading factors (in the opinion of 65 percent of those 
responding) was so strong by the end of 1993 that it began to 
restrain the role of the price factor (it decreased to 52 
percent). This aggravated the sales problem and made the 
effect of the resource factors (equipment, manpower, raw 
materials, etc.) as well as that of management and the 
privatization process practically insignificant. 


Thus, from the middle of 1993, the centralized establish- 
ment of high prices and refinancing rates became the main 
reason slowing down economic growth, especially invest- 
ment dynamics. 


An unpleasant fact like the intensification of the trend 
toward in-kind exchange, was also detected (especially 
during the second half of 1993). The percentage of barter 
deals in the enterprises’ turnover grew during the second 
half of the year from 9 to 11 percent. The proportion of 
enterprises marked by an increase in this percentage rose 
from 18 to 34 percent. There is a basis for assuming that 
these data are objectively underestimated even if only 
because mutual deliveries in accordance with clearing 
agreements are normally not stated as an in-kind exchange. 


I will repeat the conclusion contained in the previous 
survey: The primarily monetarist approach to stimulating 
the market is beginning to kill the market itself. In this 
situation, one cannot exclude an alternative where the 
growing uncontrolled nature of the economy will make a 
shift to strictly centralized regulation inevitable. 


Stress on Stimulating Production 


Table 4 sums up the directors’ appraisals of ways to adapt 
to the management conditions that have taken shape and, 
consequently, of ways to get out of the crisis (here, it was 
also necessary to select 3 of the 12 suggested answers). 





Table 4. What Enterprises Primarily Need To Adapt More Quickly to the Conditions That Have Taken Shape 
(as a percentage of those answering) 
























































Possible answers When answer obtained 
December 1992 February 1993 May 1993 August 1993 November 1993 

“1. Obtain money from product buyers 61 60 50 55 58 
2. Look for new sales markets 52 46 54 49 55 
"3. Pay off debts to suppliers 35 24 33 35 34 
4 ( "hange the composition of products produced 32 36 32 28 32 
“5. Pay off debts to banks 20 17 29 21 24 
6. Make adjustments in enterprise leadership 11 13 10 16 15 
7, Find suppliers of raw materials and materials 16 29 22 15 15 
8. Expand production capacities 16 13 12 22 14 
9. Reduce the number of workers 7 5 8 8 10 
10. Privatize | 15 19 15 7 4 
WOther _ 2 6 4 3 6 
12. Everything is normal 0 3 2 
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In this table, the concentration of factors is less rigid than 
in Table 2; however, we see even here the priority of the 
money factor—primarily, nonpayments by buyers and the 
difficulties in repaying loans to suppliers and banks. 


At the end of the year, a strengthening in the requirements 
of commodity markets appeared: The percentage of 
respondents, who mentioned finding new sales markets 
and changing the composition of produced products as the 
leading ways to adapt to actual conditions, grew some- 
what. At the same time, the problems in finding raw 
material suppliers slackened off. Unfortunately, these 
changes hardly signal a sudden change in the economy’s 
dynamics. Rather, the present sales problems connected 
with the search for solvent buyers is having an effect here. 
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It is regrettable that the problems in the production area 
are still being moved to one of the last places: In 
November 1993, only 14 percent of those surveyed saw 
the way out of the situation to be the expansion of 
production capabilities. This indicator had significantly 
decreased in comparison with August when it was 22 
percent. The actual economic situation is not disposed to 
expanding production. 


Only one percent of the respondents said: “Everything is 
normal.” These same people, when they were asked: “In 
your opinion, what is most important now for the Russian 
economy?” replied almost unanimously: “Stimulating pro- 
duction” (see Table 5). 





Table 5. In Your View What Is Most Important Now for the Russian Economy? 
(as a percentage of the number answering) 

















Possible answers When answer obtained 
October 1993 November 1993 
1. Stimulating production 66 73 
2. Slowing inflation 27 18 
3. Difficult to say 7 9 











The following generalization suggests itself. The answers 
contained in Table 4 show short-term and tactical esti- 
mates of ways for enterprises to get out of the serious 
condition in which the crisis and volitional variants of the 
economic reforms have placed them. The data in Table 5 
state the long-term and strategic plans of true experts on 
economic activity, whose confidence in the priority of a 
concern for stimulating production is rapidly growing: In 
October 1993, 66 percent of the respondents thought this 
and, after only a month, in November—73 percent. Of 
course, they are not supporters of an inflationary element. 
They simply do not believe in the miracle-working nature 
of monopolizing the manipulation of monetary levers. 


The Main Danger Is the Destruction of the Production 
System 


Alarming phenomena in the area of production character- 
ized last year. An increase in the irreversible processes 
destroying the production system became more and more 
evident. The prolonged decline is holding out fewer and 
fewer chances for the system’s rapid rebirth in an ultra- 
modern form. 


An absolute decrease in production capacities occurred 
during the entire year: In December 1993, their volume 
was 10 percent less than in December 1992. Approxi- 
mately seven percent of the existing capacities will never 
be used in the opinion of the respondents. Those who 
answered listed another 15 percent of operating produc- 
tion capacities with those incurring losses during the 


second half of 1993. This means that they are candidates 
for retirement. Even the remaining more effective, labor 
weapons are functioning in a weakened condition. 
According to the data of the monthly surveys, the work- 
load level of production capacities was within the 70-75 
percent range of the level which the directors estimated as 
normal. This indicator decreased to 69 percent in 
December from 76 percent in January-February and 78 
percent in March. The percentage of enterprises, where the 
workload level of production capacities increased, varied 
little by quarter: 8-13 percent in the first quarter, 9-14 
percent in the second, 6-13 percent in the third, and 7-9 
percent in the fourth. The percentage of enterprises, where 
this indicator decreased, grew from 25-31 percent in the 
first quarter to 38-52 percent in the fourth. 


However, the trouble lies not only and not so much in such 
crisis phenomena. It is known that obsolete and inefficient 
equipment, technologies, etc., should disappear naturally 
during an economic decline, yielding their place to new 
and efficient ones. However, the trouble is that the old 
ones are growing old and new ones are not being born. 


The Paralysis in Investments Is Robbing the Future 


In comparison with the corresponding period of 1992, the 
directors estimated the total volume of capital investments 
during the first half of 1993 at 59 percent, and during the 
second half—at 55 percent. They explain this by the 
following reasons (see Table 6 where it was necessary to 
select three of the suggested answers). 
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Table 6. What Primarily Hindered Capital Investments in the Enterprise (as a percentage of those replying) 
Possible answers When answer obtained 
January March 1993 June 1993 September December 
1993 1993 1993 
1. Shortage of ruble assets 64 63 65 70 72 
2. High prices for equipment, construction, etc. 69 68 72 75 70 
3. High interest for bank credit 16 19 32 39 Pe 
4. Requirement to pay back debts 19 21 19 24 24 
5. Surplus of available production capacities 5 4 5 12 6 
6. Shortage of hard currency assets 4 5 8 6 6 
7. Insufficient profitability of investment schemes 2 6 
8. Lack of the collective’s and leadership's direct interest in 4 3 3 
expanding production 
9. Striving of the enterprise's leadership to “hold back” assets in 6 6 2 5 1 
connection with the uncertainties in the general situation 
10. Privatization 11 5 4 4 I 
11. Disruption in required deliveries from CIS countries 8 6 4 3 I 
12. Disparity between the structure of investment schemes and the 2 I 5 
new price and cost structure 
13. . >w ruble exchange rate 6 2 
14. Other reasons 6 8 3 8 6 




















As is evident from the data cited in the table, the financial 
crisis has fettered the dynamics of capital investment. 
Again, we observe how the paralyzing grasp of administra- 
tive monetarist measures has grown from month to month. 
The pressure of bank interest rates has increased literally 
by fits and starts: In January 1993, only 16 percent of the 
respondents saw in it a barrier on the investment path but, 
in December, they were 42 percent of all those completing 
the questionnaire. Before the fourth quarter, the effect of 
such a market factor as high prices for equipment, con- 
struction, etc., dominated. However, the shortage of ruble 
assets was literally treading on its heels. It won: The 
answers received in December 1993 put the primacy of the 
monetary famine into the minutes. Undoubtedly, this is 
the result of the present tax and credit policy. If one adds 
to this the pressure of existing debts (75 percent of the 


enterprises’ nonpayments are explained by their lack of 
assets; the enterprises’ debt to banks grew by 64 percent 
during the second half of 1993), we receive practically a 
complete set of the main barriers to growth. All of them are 
related to the monetary area (excluding hard currency 
relations, about which many spoke but which do not play 
a substantial role in the national economic mechanism but 
which are parasitic on it, diverting financial resources to 
speculative mergers). The effect of the other reasons, 
including the fashionable privatization processes, are com- 
pletely insignificant. 


The Making of the Economic Structure a Primitive One 
Is Intensifying 


Last year did not bring any positive changes in the struc- 
ture of investments (see Table 7). 





Table 7. Some Indicators of the Structure of Enterprise Capital Investments During the Last Six Months 
(as a percent of total capital investments) 
























































When answer received 
January 1993 March 1993 June 1993 September December 
1993 1993 

1. Capital investment financing structure: 

a) Enterprise internal assets (profit, amortization) 79 66 72 65 75 

b) Attracted assets (credits, assets from issuing stock 15 42 19 28 25 

shares, etc.) 

2. Relationship between production and nonproduction (social, cultural and everyday living establishments) capital investments: 

a) Production 56 65 60 75 

b) Nonproduction 32 30 36 25 
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Table 7. Some Indicators of the Structure of Enterprise Capital Investments During the Last Six Months 
(as a percent of total capital investments) (Continued) 





















































When answer received 
January 1993 March 1993 June 1993 December 
1993 1993 

3. Mode! technological structure of production capital investments 

a) Passive elements (buildings, structures) 43 42 46 $4 46 
7 b) Active elements ( machinery, equipment) 49 46 54 46 54 
4. ‘Reproductive stracture of production capital investments: 
a) Expanding production capacities 25 30 32 33 33 - 

b) Reimbursement for retirement of equipment, mod- 63 56 59 65 67 _ 

ernization, repairs 

















As is seen from the data in the table, only 25-33 percent of 
the capital investments went to expand production capac- 
ities, and all the rest—to patching up the obsolete produc- 
tion system. The proportion of expenditures on the passive 
elements of production capital (42-54 percent) is high. The 
percentage of investments in nonproduction capital is 
declining (from 30 percent in the first half of 1993 to 25 
percent in the second). This means that social problems are 
increasing in enterprises. The credit policy has hobbled the 
possibility for using attracted assets, whose percentage in 
the form of credits and income from the issuance of stock 
shares during the first half of the year was only 25 percent 
among the sources of capital investments. According to the 
monthly survey data, 47-57 percent of the enterprises, on 
the whole, did not make any equipment purchases. 


All of these are serious symptoms of a grave illness fraught 
with losing the capability for receptivity to advanced 
technology—a reduction in the need to use new and the 
latest scientific and technical solutions. 


Economic Reforming 


The answers to the December questionnaire, which con- 
tained a number of questions included for the first time, 
yielded some new information. The absence of its 
dynamics still does not permit making any generalization; 
however, the information itself can be of definite interest. 


Among the enterprise respondents, 69 percent have 
already undergone the privatization process. The majority 


(55 percent) prefer its second version, 20 percent selected 
the first version, and only 2 percent—the third; 23 percent 
were inclined to different versions. 


Among the holders of the sold shares, labor collectives (66 
percent of those responding) are in first place; next come 
the local branches of the Federal Property Fund (38 
percent), enterprise administrations (26 percent), invest- 
ment funds (16 percent), other enterprises (15 percent), 
banks (3 percent), and other owners (12 percent). A total of 
27 percent of the enterprise respondents hold shares of 
other enterprises, and 47 percent—shares of banks. Gen- 
eral stockholder meetings have already taken place in half 
of the privatized enterprises (49 percent). 


The majority of privatized enterprise (55 percent) have 
formed councils of directors. Almost everywhere, their 
composition includes representatives of the administra- 
tion (98 percent of the surveyed enterprises) and labor 
collectives (82 percent) as well as representatives of the 
Fund for Federal Property (75 percent), other enterprises 
(36 percent), banks holding shares of enterprises (18 per- 
cent), investment funds (16 percent) and other enterprise 
shareholders (32 percent). 


Dissatisfaction With the Government's Economic Policy 


In conclusion, we will cite the answers of enterprise 
directors, which describe their attitude toward the govern- 
ment’s economic policy (see Table 8). 





Table 8. Attitude toward the government’s economic policy (as a percent of those responding) 


























Questions and possible answers When answer received 
June 1992 September December February May 1993 August 1993 November 
1992 1992 1993 1993 
A. Do you understand the government's economic policy? 
es : . 9 9 2 7 4 4 
2. On the whole, yes 4 38 23 21 28 21 19 
43 Difficult to say 6 11 19 25 37 21 36 
4. On the whole, no 23 22 31 23 13 19 22 
“§. No rs 22 20 19 29 15 32 18 
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Table 8. Attitude toward the government's economic policy (as a percent of those responding) (Continued) 
















































































Questions and possible answers When answer received 
June 1992 September December February May 1993 August 1993 November 
1992 1992 1993 1993 
B. Do you think that the government's economic policy is correct? 
1. Yes 5 3 3 3 2 2 | 
2. On the whole, yes 25 26 20 10 26 11 12 
3. Difficult to say 31 23 3 39 37 35 42 
4. On the whole, no 24 23 29 22 17 22 25 
5. No 15 26 17 26 17 30 19 
C. What have been the results from implementing the government's economic policy for your enterprise relative to other Russian enterprises? 
1. The enterprise has lost (or - 4) 44 51 46 42 46 
gained less than others) 
2. The enterprise has held its . 35 46 41 35 46 47 
own 
3. The enterprise gained (or . 18 10 8 20 12 8 
lost less than others) 
We have deliberately included in this table the results of all Brief Conclusions 


the replies that we have (these questions were on seven 
questionnaires during the last two years of sampling). This 
selection over a protracted period convinces us of the 
persistent constancy of the opinions characteristic of the 
director body. 


During the two years that the statistical survey has been 
conducted (these years embrace the entire period following 
the price liberalization), less than a tenth of the respon- 
dents declared their understanding of the government's 
economic policy. In the middle of 1992, they were eight 
percent, and at the end of 1993—only four percent. An 
even smaller part of the directors considered this policy 
correct: five percent in the middle of 1992 and only one 
percent at the end of 1993. Almost half of the respondents 
habitually state that they suffered losses from imple- 
menting this policy (in 1993, they ranged from 42 to 51 
percent); in turn, those maintaining the opposite were 
significantly fewer (from 8 to 20 percent). 


We took the data of the entire period of the statistical 
survey because they are practically not connected with the 
change in the composition of the government and with the 
change in its leaders. Rather, an appraisal is given not of 
some former or current members or other of the govern- 
ment but of its policy itself. 


Of course, one cannot ignore the extensive criticism 
addressed to the director body, whose representatives are 
the respondents. However, we have no other production 
directors and they will not appear by magic. Whether one 
wishes it or not, one must take the opinion of experienced 
practical workers into consideration. Generally speaking, 
can one seriously maintain that several dozen and even 
hundreds of the directors’ critics are keeping pace but that 
thousands and tens of thousands of functioning managers 
(along with other enterprise management personnel— 
hundreds of thousands) are not keeping pace? 


1. The results of the surveys of directors during 1993 
revealed alarming trends in the prolonged decline that 
are acquiring the features of an irreversible loss, among 
which the most dangerous are the signs of the destruc- 
tion of the production system and the privatization of 
the economic structure. 


2. The directors’ replies do not reveal any signs of an end 
to the crisis and the approach of an economic upswing. 
The continuing reduction in capital investments and 
the total paralysis of the investment process primarily 
testify to this. 


3. It looks as if the economic reforming, which is being 
carried out, is beginning to give birth to anti-market 
tendencies: in-kind exchange, the strengthening of 
directive financial measures, an increase in feeble 
monopolistic efforts, instead of a movement toward a 
market economy. 


4. The directors are convinced of the priority of stimu- 
lating production and, correspondingly, of the low 
effectiveness of purely monetary levers. 


5. The survey results obtained reveal quite clearly the 
unpopularity of the government's economic policy 
among the directors—an unpopularity with the policy 
of this or that composition of the government. 


Statistics for January-February Reflect Continuing 
Production Decline 

944E0622A Moscow EKONOMIKA I ZHIZN 

in Russian No 11, Mar 94 p 1 


[Report from data of the Russian Federation State Com- 
mittee on Statistics: “Industry: The Decline Continues”’} 


[Text] In January-February of this year, Russia’s industry 
yielded production output amounting to 34 trillion rubles 
[R] in current prices, including about R18 trillion in the 
month of February. Physical volume of production 
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decreased by 23.6 percent as compared with January- 
February of last year, including by 23.1 percent in January 
and by 24.1 percent in February. 


In January-February 1994, of 406 of the most important 
production varieties taken into periodic-accounting consid- 
eration, production volume increased over January- 
February 1993 levels for 37 entries and decreased for 362 
entries. 


Over the first two months of this year, 50.5 million tonnes 
of oil, including gas condensate, were extracted—13 per- 
cent less than the January-February 1993 level. Some 50.3 
million tonnes of coal were extracted (8 percent less) and 
109 billion cubic meters of gas (on the level of the first two 
months of last year). 


In ferrous metallurgy, the production lag in January- 
February 1994 behind last year’s levels were as follows: for 
output of cast iron—20 percent, steel—26 percent, finished 
rolled metal—22 percent, and steel pipe—48 percent. 


In machine building over the January-February period of 
this year, production output constituted 50 percent or less 
of the level for the same period of last year for half the 
products taken into account (metal-cutting machine tools, 
forging and pressing machines, bulldozers, freight cars, 
tractors, trucks, grain-harvesting combines, forage har- 
vesters, and others). 


In the chemical and petrochemical industry, the produc- 
tion decline continued in February of this year for the 
majority of the most important production varieties. In 
general over the two-month period, output of synthetic 
ammonia decreased by 26 percent, sulfuric acid—by 30 
percent, soda ash—by 53 percent, mineral fertilizers—by 
29 percent, chemical fibers and filaments—by 49 percent, 
and motor vehicle tires—by 41 percent. A reduction of 
more than half was seen with respect to the production of 
thermoplastic pipe and pipeline components, fiberglass 
and fiberglass products; output of chemical plant protec- 
tion preparations was reduced by two-thirds. The produc- 
tion of tires for agricultural machinery came to less than a 
third of last year’s level. 


In January-February 1994, production of consumer goods 
decreased 27 percent from the level of the same period last 
year, including by 31 percent for nonfood products and by 
17 percent for food products. 


In light industry, the output of socks, hosiery, and knitted 
articles decreased by 27 percent, footwear—by 54 percent, 
woolen fabrics—by 53 percent, silk fabrics—by 61 percent, 
flax, hemp, and jute fabrics—by 45 percent. The produc- 
tion of cotton fabrics increased 22 percent. 


A significant reduction was seen in January-February of 
this year as compared to the same period of last year in the 
production output of most garments: overcoats and light 
overcoats—by two-thirds, jackets, raincoats, suits, trou- 
sers, and skirts—by almost half, shirts and dresses—by 
22-28 percent. 


The chief reason for the production decline remains enter- 
prises’ lack of working capital and problems in production 
output sales due to the high prices. 
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Diminished production volume was seen with respect to 
the majority of cultural and domestic items over the first 
two months of the year: refrigerators and freezers—by 2 
percent, washing machines—by 42 percent, tape record- 
ers—by 56 percent, television sets—by |7 percent, porce- 
lain, pottery, and majolica dishware—by 22 percent. 


In January-February of this year, the output of two- and 
three-compartment refrigerators and freezers increased 
over the level for the same period of last year. 


The production volume of most food products was lower 
than in January-February of 1993: of meat—by 26 percent, 
whole milk production—by 17 percent, butter—by 31 
percent, flour—by 17 percent, cereals—by 34 percent. 


Significant reductions over last year were seen with respect 
to the output of macaroni products, lump sugar, starch, and 
concentrated foods (by 37-50 percent), confectionery items 
and baker’s yeast (by 15-20 percent). Output of baked bread 
and other bakery products was reduced by 13 percent. 


Only half the production output of January-February 1993 
levels was attained with respect to vodka and vodka-based 
liquor, including 44 percent for February. 


In February of this year, 4,300 enterprises in Russia had 
lengthy production stoppages for all or certain varieties of 
output. Work-time losses amounted to 22 million man- 
days, or 18 percent of the time-sheet resources of these 
enterprises (analogous figures for February of last year: 
2,400 enterprises, 6 million man-days, 8.6 percent of 
time-sheet resources). 


Some 22 percent of the workers at enterprises where work 
was discontinued were directed to take supplemental 
unpaid or partially paid leave in February at the initiative 
of management. 


Twenty-eight enterprises of the fuel industry conducted 
strikes over the past month, resulting in a labor-time loss 
of 60,000 man-days. 


DELOVOY MIR Economic Statistics, 12 March 


944E0610A Moscow DELOVOY MIR in Russian 
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[Report on the Russian Federation economic statistics, by 
Valeriy Galitskiy, Aris Zakharov, and Aleksandr Frenkel, 
the Russian State Committee on Statistics: “Production 
Output and Price Dynamics as of 28 February”’] 


[Text] 


Prices for Consumer Goods and Services 


Over the period from 22 to 28 February 1994, prices for 
consumer goods and services rose by 1.5 percent, including 
those for foodstuffs—by 1.2 percent, nonfood items—by 
1.9 percent, and for-fee services for the population—by 1.7 
percent. The range of increases in prices for goods and 
services across Russia’s economic regions was from 0.7 
percent in the Central Chernozem Region to 2.8 percent in 
the Far East Region. 


Indices of prices for consumer goods and services in Feb- 
ruary were as follows (in percents of the preceding date): 
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02/15 02/22 02/28 Average daily price rise 
February January 

Consumer goods and services 102.8 101.9 101.5 0.34 0.68 
including: 

foodstuffs 102.5 101.6 101.2 0.32 0.68 
nonfood items 102.5 102.4 101.9 0.34 0.40 
for-fee services for the population 107.4 101.7 101.7 0.48 2.38 




















Over February, the current price index in the con- 
sumer market measured at 109.9 percent, including 
that for foodstuffs—109.4 percent, nonfood items— 
110.0 percent, and for-fee services for the popula- 
tion—114.3 percent. 


Foodstuffs 


Over the past week, prices in organized and nonorganized 
trade rose at practically the same pace: by |.2 percent and 
0.9 percent, respectively. 


Price changes by main commodity groups over the period 
from 22 to 28 February are shown below (in percents). 















































Total Including: 
in organized trade in nonorganized trade 

All food products 101.2 101.2 100.9 
including: 

Meat and meat products 101.3 101.8 100.1 
Fish and fish products 101.8 101.9 99.9 
Milk and milk products 102.0 101.9 102.4 
Eggs 101.1 101.2 99.2 
Sugar 100.2 100.3 98.8 
Bread and bakery products 101.1 101.1 _ 
Cereals and macaroni items 102.4 102.3 103.6 
Vodka 97.7 97.6 100.0 
Potatoes and vegetables 104.3 105.2 103.1 








In organized trade over the past week prices for basic 
foodstuffs, with the exception of vegetables, increased by 1-2 
percent. As during the preceding week, prices for potatoes 
and vegetables increased at a higher rate. Prices for sugar, 
vodka, and vegetable oii remained practically unchanged. 


Prices with respect to milk products, cereals and macaroni 
items, and potatoes and vegetables rose in February by 
16-20 percent, and meat and meat products, bread and 
bakery items—by 10-11 percent. 


In nonorganized trade, prices rose over the past week on 
average ai approximately the same rate as over the preceding 
week (0.9 percent). Vegetable prices rose over the month by 
more than 20 percent, those for milk products—by 16 per- 
cent, meat products—by 7 percent, and eggs—by 2 percent. 


The cost of the consumer basket of 19 basic foodstuffs rose 
over the week by 1.2 percent and amounted as of 28 
February to 48,200 rubies [R], calculated on a monthly 
basis. Magadan remains the most expensive city 
(R113,100) and Ulyanovsk—the least expensive 
(R28,100). Moscow is in the 33rd place among 132 
monitored cities (R53,000 on a monthly basis). 


Nonfood Items 


Over the past week prices for the light industry output, 
household and cultural use items, and medicines rose by 1-3 


percent. The greatest price increase over the month was 
registered with respect to medicines—by 22 percent. Prices 
for footwear, sewn items, and knitwear increased by 7-10 
percent. 


For-Fee Services for the Population 


Over the period from 22 to 28 February fees for services 
remained practically at the preceding week’s level. Since 
the beginning of February the cost of municipal housing 
increased significantly. Rents in municipal housing 
increased 1|.8-fold, hot water fees—1.6-fold, and the cost of 
basic residential telephone service—by almost 30 percent. 
Suburban train and urban bus fares increased over the 
month by 20 percent. 


Wholesale Prices for Producer Goods 


The price index of producer goods wholesale prices 
measured at 116 percent in February as compared to 
January; as compared to February 1993, it increased 
7.5-fold. The greatest price increases in February were 
registered with respect to construction materials, fuels 
and raw materials, and petrochemical and machine- 
building output. As in January, wholesale prices for 
consumer goods rose at a lesser rate than those for 
producer goods, which may be seen from the following 
data. 
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As % of the preceding month February 1994 as % of December For reference: December 1993 as 
January 1994 February 1994 1993 % of December 1992 
Industry —total 119 116 137 995 
including: 
producer goods 120 117 140 1,022 
consumer goods 113 113 128 907 

















Prices for fuels industry output rose over the month by 22 
percent, including those for oil—by 28 percent, natural 
gas—24 percent, and petroleum products—by 19 percent. 
The price of one tonne of crude oil as of 28 February was 
R 52,000, including in Tyumen Oblast—R 55,000, and the 
Republic of Tatarstan—R47,000. The average price for 
automotive gasoline was within R143,000, and diesel 
fuel—R 1 32,000 per tonne. The price of gas production on 
aE in Russia by the end of February amounted ‘o 
R3,200. 


Coal prices rose to a lesser extent than those for other raw 
fuel resources—by 9 percent. The per-tonne price of coal in 
main coal-producing regions of Russia—Kemerovo and 
Rostov Oblasts—registered by the end of the month at the 
level of R15,000-R17,000, with the average price for 
Russia being R1 3,000. 


Electric power rates at the end of February were about R25 
per kWt/hr on average for all categories of consumers. As 
in January, rates for electric power delivered for agricul- 
tural production needs increased more than others. 


High rates of price increases remained in February with 
respect to construction materials. While in November and 
December of last year the price index with respect to these 
goods measured within the range of 111-113 percent, in 
January and February of 1994 it rose to 116-120 percent. 


Prices for machine-building output increased in January- 
February on average by 19 percent. Higher rates of price 
increases were registered in February with respect to the 
output of railroad and mining machine-building (by 27 
percent). 


Prices for household, cultural, and personal goods and food 
processing industry output increased in February by 12 
percent. Prices for basic foodstuffs—bread and bakery 
items, meat products, vegetable oil, and margarine—rose 
in February by 10-17 percent, milk production and but- 
ter—by 18-20 percent. Prices for sugar and some varieties 
of canned fruit and vegetables remained unchanged. 


Price changes by industrial sector are shown below. 





February 1994 as % of 









































January 1994 December 1993 
All industry 116 137 
Power generation 116 143 
Fuels industry 122 152 
Ferrous metallurgy 112 121 
Nonferrous metallurgy 11 125 
Chemical industry 113 141 
Petrochemical industry 118 136 
Machine building 117 141 
Timber, woodworking, and pulp and paper industry 113 136 
Construction materials industry 116 140 
Light industry 116 130 
Food industry 112 128 7 











Main Results of Industry Operations 


In January-February of this year Russian industry pro- 
duced R34 trillion worth of output in current prices, 
including about R18 trillion worth in February. The 
physical volume of production fell by 23.6 percent as 
compared to January-February of last year, including in 
January—by 23.1 percent, and in February—by 24.1 
percent. 


Production in the fuels and energy sectors in ferrous 
metallurgy decreased as compared to January-February 
1993 by 7-10 percent. In most processing sectors the scale 
of decline is considerably greater. In .- industry, pro- 
duction declined by 32 percent, and in food processing— 
by 21 percent. In the sectors producing producer goods, the 
scale of decline ranged from 23 percent in ferrous metal- 
lurgy to 30-35 percent in the construction materials, chem- 
ical and petrochemical, timber, —— and pulp 
and paper sectors and 48 percent in machine building. 
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In January-February 1994, of 406 most important catego- 
ries of products counted in periodic reports, the volume of 


production as compared to January-February 1993: 


—increased with respect to 37 items, (including natural gas, 
sulfur, polypropylene, nepfeline concentrate, movie and 
photographic film, ceramic floor tile, cotton fabrics, bed 
linens, freezers, high-fat cheeses and feta cheese, may- 
onnaise, cognac, canned tomato products, cigarettes, 
and toothpaste), or 9 percent of the total number; 


—Decreased with respect to 362 positions, or 89 percent of 


the total number; with respect to 267 items (66 percent 
of the total number), the output declined by one-quarter 


or more; among the latter: lubricant oils, metal cord, 
rolled sheet metal, diesels and diesel generators, low- 
power electric motors, trucks and passenger cars, trac- 
tor-drawn attachments, sulfuric acid, calcinated soda, 
chemical fibers and filaments, automotive tires, micro- 
biological feed additive, commercial timber, lumber, 
paper, cement, roof slate, construction glass, woolen 
fabrics, coats, jackets, raincoats, household sewing 
machines, electric vacuum cleaners, tape recorders, 
macaroni, meat, butter, canned fish, cereals, vodka and 
other hard liquor, manufactured feed concentrate, and 
household and facial soap. 


The data on the output of the main categories of industrial 
products over January-February 1994 is shown below: 




















































































































Produced in: February 1994 as % of January-Feb- 
January-Feb- February January February a e yal 
ruary 1994 1994 1994 (in 1993 uary-Feb- 
terms of ruary 1993 
average daily 
production) 

Electric power—billion kWtV/hr 174 84.9 105 98 96 
Oil, including gas condensate, million tonnes 50.5 22.8 92 82 87 
Natural gas, billion cubic meters 109 51.7 100 99.3 99.7 
Coal, million tonnes 50.3 24.9 109 91 92 
Steel, thousand tonnes 7,439 3,477 97 71 74 
Finished rolled ferrous metals, thousand tonnes 5,676 2,714 99.9 77 78 
Steel pipe, thousand tonnes 618 289 98 51 52 
Large electric machinery, units 810 386 86 47 53 
Metal-cutting machine tools, units 3,784 1,991 105 48 50 
Trucks, thousand units 23.5 10.7 79 27 32 
Passenger cars, thousand units 89.1 67.7 3.86 times 59 
Tractors, units 3,960 1,844 83 16 19 
Chemical filament and fiber, thousand tonnes 35.2 16.8 102 47 51 
Mineral fertilizer, thousand tonnes 1d 564 114 68 71 
Automotive tires, million units 3.8 2.0 105 56 59 
Commercial timber, million cubic meters of solid wood 109.2 9.8 99.6 62 63 
Lumber, million cubic meters 3.8 1.8 93 68 70 
Paper, thousand tonnes 396 181 93 73 78 
Cement, thousand tonnes 4,683 2,368 114 69 65 
Roof slate, million standard tiles 168 106 1.9 times 35 28 
Construction brick, million units of standard brick 2,027 978 101 74 76 
Soft roofing and insulation materials, million square meters 54.9 26.6 104 52 57 
Fabrics, total, million square meters 485 253 103 80 86 : 
Hosiery, million pairs 65.8 34.8 106 73 73 
Knitwear, million units 39.1 21.1 11 73 73 
Footwear, million pairs 10.8 6.1 121 46 46 
Television sets, thousand units $32 277 102 79 83 
Radio receiving devices, thousand units 244 139 127 50 47 
Refrigerators and freezers, thousand units 511 262 100.1 92 8 
Electric vacuum cleaners, thousand units 321 158 93 40 46 
Washing machines, thousand units 418 234 120 58 58 
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Produced in: February 1994 as % of January-Feb- 
ruary 1994 
January-Feb- February J February as % of Jan- 
ruary 1994 1994 1994 (in 1993 uary-Feb- 
terms of ruary 1993 
average daily 
) 
(continued) 
Meat, including subproducts, category I, total, thousand tonnes 377 184 91 71 74 
Whole-milk products, recalculated as milk, total, thousand 1,057 512 104 83 83 
tonnes 
Butter, total, thousand tonnes 45.5 21.9 103 66 69 
Bread and bakery items, thousand tonnes 1,889 892 99 85 87 




















Over the elapsed days of the month, there have been no production of computer and control systems, coal cutters, yard 
and industrial diesel locomotives, flax-harvesting combines, grain loaders, self-propelled mowers-crushers, and scrapers. 


Quality of Consumer Goods 


In 1993, the Russian Federation State Inspection for 
Trade, Quality, and Consumer Rights Protection con- 
ducted 64,400 inspections of consumer goods quality at 


industrial and trade enterprises; 62 percent of them 
resulted in finding the goods defective. 


Quality of individual categories of goods is characterized 
by the following data: 









































Found defective, grade reduced 

quantity as % of total volume of inspected goods 

1992 1993 

Meat, thousand tonnes 1.1 4.8 10.7 
Whole milk products, thousand tonnes 0.6 5.5 5.7 
Eggs, million units 12.7 28.4 25.7 
Vegetable oil, thousand tonnes 0.3 31.4 17.4 
Fish and fish products, thousand tonnes 1.8 8.6 16.6 
Confectionery items, thousand tonnes 0.7 11.6 12.1 
Knitwear, thousand tonnes 45.5 21.0 25.7 
Hosiery, thousand pairs 21.1 39.6 31.0 
Sewn items, thousand items 103.5 18.8 23.4 
Leather footwear, thousand pairs 78.2 20.9 18.8 

















At the Pestovskiy Meat Combine joint-stock society in 
Novgorod Oblast, 67 percent of the inspected quantity of 
sausages were found below grade; at Magadanskaya sau- 
sage factory—40 percent; at Astrakhan city milk combine 
and the Olovyanniki butter plant in Chita Oblast—53 
percent and 90 percent of butter, respectively; at Birsk dry 
and fat-free milk combine in the Republic of Bashkor- 
tostan—40 percent of milk products; and at Kirov poultry 
factory—62 percent of eggs. 


During one-time inspections, complete production batches 
of footwear were found defective at the TOO [limited 
liability partnership] Volzhane in Samara Oblast; TOO 
Kavkaz in Stavropol Kray, POO [expansion unidentified] 


Sportobuv in Sverdlovsk Oblast; and in one-third of 
inspected quantities of output at Astrakhan and Ivanovo 
footwear factories. Poor-quality garments were being pro- 
duced by the Magnitogorsk garment factory in Chelyab- 
insk Oblast and the Borisoglebsk garment factory in Vor- 
onezh Oblast, and the PTShO [industrial-technical sewing 
association] Kuban in Krasnodar Kray, where the share of 
defective output amounted to 20-44 percent. 


Deliveries of Mineral Fertilizer to Agriculture 


In January 1994, deliveries of mineral fertilizer for the 
needs of agriculture are characterized by the following data 
(in thousand tonnes). 
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Delivered in January January 1994 
wee as % of January as % of December 
1991 T1992 1993 _ 
Mineral fertilizer 
total | 67.7 7 | 10 | 26 64 
including: 
nitrogen 42.3 12 13 28 55 
phosphate 5.2 2 3 12 58 
phosphorite flour 5.6 12 21 137 121 
potassium 14.6 7 8 22 91 




















The continuing decline in the production of mineral fer- 
tilizer (by 26 percent as compared to January 1993); 
increased exports (1.8-fold); and poor solvency of agricul- 
tural consumers resulted in fertilizer shipments to 
domestic market consumers falling by a factor of four in 


January as compared to January 1993. As a result, farms 
will get no more than 40 percent of the needed quantities 
this year. In Russia as a whole, soil fertilization decreased 
as compared to 1990 by 57 percent; fertilizer deliveries 


declined in all regions, but most of all in the following. 
































Delivered in January 1994, thousand tonnes As % of January 1993 

Pskov Oblast 0.1 16 

Viadimir Oblast 0.1 11 

Ryazan Oblast 0.6 4 

Kirov Oblast 2.3 25 

Kursk Oblast 0.1 

Lipetsk Oblast 0.02 0.5 

Rostov Oblast 0.1 

Stavropol Kray 0.3 9 

Republic of Mordova [Mordvinia] 0.1 











Consumer Services 


Over the elapsed year the volume of consumer services, as 
reported by officially registered enterprises, amounted to 
RO.7 trillion, which in current prices is nine times more 
than in 1992 and in comparable prices—40 percent less. 


Services provided the population in rural areas account for 
11 percent of the total volume (12 percent in 1992). 


Distribution of consumer services by form of ownership in 
1993 is characterized by the following data (in percents of 
the volume of consumer services by category). 





Form of ownership 















































state private other nonstate 

Total volume of consumer services 54.2 32.2 13.6 
including: 

shoe repair and custom manufacture 49.5 36.3 14.2 
clothes repair and custom manufacture 48.6 37.6 13.8 
knitwear custom manufacture and knitting 39.9 43.4 16.7 
radioelectronics and household appliances repair 58.5 27.2 14.3 
repair and technical maintenance of means of transportation 35.3 42.5 22.2 
furniture repair and custom-making 50.0 27.5 22.5 
dry cleaning and dyeing 56.4 31.8 11.8 
laundry services 81.2 11.7 7.1 
housing repair and construction 53.7 32.3 14.0 
photo services 50.8 36.7 12.5 
services of public baths and shower facilities 78.8 11.5 9.7 
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Form of ownership 
state private | other nonstate 
(continued) 
barbershop and beauty salon services 42.2 47.4 10.4 
consumer goods rental services 72.1 17.7 10.2 
transportation services 60.3 27.5 12.2 














Incidence of Contagious Diseases Among the Population 


The difficult epidemiologic situation in the Russian Federation continued in January 1994. As compared to January 1993, 
there has been an increase in the incidence of a number of contagious diseases. 












































Incidence of diseases registered in January 1994 
thousands per 100,000 populat! on as % of incidence registered in 
January 1993 

Bacterial dysentery 9.8 6.6 102 
Other salmonellosis infections 5.9 4.0 103 
Tuberculosis of respiratory organs 2.8 1.9 127 
Diphtheria 2.2 1.5 5 times 
Whooping cough 5.2 3.5 2.7 times 
Measles 4.2 2.8 127 
Scarlet fever 9.1 6.1 142 
Rubella 31.9 21.5 2.8 times 
Epidemic parotitis 5.0 3.4 110 
Viral hepatitis 20.4 13.8 111 
Syphilis 6.0 4.1 2.7 times 
Gonorrhea 24.6 16.6 109 














Incidence of flu and acute respiratory infections was lower 
in January 1994 than in January 1993. However, an 
increase in the incidence of these infections has been 
registered in practically all 39 cities monitored by the 
Federal Flu and Acute Respiratory Disease Centers. In 20 
of them, the incidence of these infections reached epi- 
demic proportions between 14 and 20 February. The 
greatest spike over the epidemic threshold was registered 
in Omsk (2.2-fold), Barnaul and Ufa (1.9-fold), Kemerovo, 
Nizhniy Novgorod (1.6-fold), Arkhangelsk, Astrakhan 
(1.5-fold), Kirov, Perm, and Chelyabinsk (1.4-fold). 


According to the data of the Center for Prevention and 
Eradication of AIDS, in January 1994 13 human immun- 
odeficiency virus (HIV)-infected persons were registered in 
January 1994. Overall as of 1 February, the official count 
of HIV-infected persons was 730 (including 282 children); 





of them, 133 persons had AIDS (90 children). Over the 
period since 1987, 104 HIV-infected persons (63 children) 
had died, including 85 persons (54 children) with AIDS. 


Drug-Related Crimes 


In 1993 MVD [Ministry of Internal Affairs] organs have 
uncovered on the territory of Russia 296 underground 
laboratories manufacturing various drugs (twice as many 
as in 1992), including 54 in Perm Oblast, 32 in Smolensk 
Oblast, 29 in Orel Oblast, 24 in Magadan Oblast, 15 in 
Orenburg Oblast, and 25 in Yevreyskaya Autonomous 
Oblast [Birobijan]. More than one-third of all laboratories 
were manufacturing opium, 14 percent—marijuana, 9 
percent—amphetamines, and 8 percent—hashish. 


The main types of drug-related crimes are characterized by 
the following data (in units): 





























1993 1993 as % of 1992 
Drug and controlled-substance-related crimes registered $3,152 178 
Illegal manufacture, purchase, possession, transportation, and shipping of drugs 42,055 182 
not intended for distribution 
Illegal manufacture, purchase, possession, transportation, and shipping of drugs 7,194 181 
intended for distribution; illegal distribution of drugs 
Inducing consumption of drugs and controlled substances 338 178 
Setting up or running drug dens or making facilities available for these purposes 499 154 
Illegal planting or growing of narcotic-containing plants 343 3.8times 
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Increase in the incidence of drug-related crime was regis- 
tered practically everywhere; the greatest was in Tver 
Oblast (eightfold), Republic of Karelia (sixfold), Uly- 
anovsk and Smolensk Oblasts (5-5.3-fold), Republics of 
Mari El and Altay, Murmansk, Novgorod, Yaroslavl, 
Kursk, Lipetsk, and Tambov Oblasts (3.2-3.9-fold). 


Law enforcement organs confiscated 53.7 tonnes of drugs 
and controlled substances (a 2.5-fold increase as compared 
to 1992), 34.8 tonnes of poppy straw (3.9-fold), 17.2 
tonnes of marijuana (1.5-fold), 330 kg of hashish (by 4 
percent), 260 kg of opium (threefold), and 226 kg of 
controlled substances (2. 5-fold). 


Criminal proceedings on drug-related charges were initi- 
ated in 1993 against 24,100 persons (a 27-percent 
increase), including 21,300 Russian citizens (a 23-percent 
increase), 14,700 persons in the 18-30 age group (a 25- 
percent increase), and 2,100 women (1.7-fold increase). 
Juveniles numbered 1,900 (17 percent). 


As of | January 1994, 71,300 persons using drugs for 
nonmedicinal purposes were on record in the MVD 
organs, including 39,100 diagnosed as drug addicts. Of the 
total number of drug users on record, 40,400 (57 percent of 
the total on record) were in the 18-30 age group; 25,500 (36 
percent) do not have a steady source of income; 21,000 (29 
percent) had previously committed crimes; 11,500 (16 
percent) are voluntarily undergoing treatment, and 18,600 
(26 percent) avoid treatment. 


This review was prepared using the data of the Russian 
State Committee on Statistics. 


Financial Constraints Plaguing Agriculture 


Over 37 Trillion Rubles Needed 


944K0947A Moscow ZEMLYA I LYUDI in Russian 
No 7, 18 Feb 94 p 1 


[Article by G. Vasilyev: “On the Verge of Bankruptcy”] 


[Text] Today we can characterize the economic situation 
in which a majority of farms find themselves as being on 
the verge of bankruptcy. We are once again convinced of 
this fact after acquainting ourselves with the report enti- 
tled “Operational Results of the Agro-Industrial Complex 
and the Tasks for 1994,” as prepared for the government 
by Minselkhoz [Ministry of Agriculture] of the RF [Rus- 
sian Federation]. Many agricultural enterprises, as empha- 
sized in this report, have not been paying wages for 3-4 
months; for all practical purposes they have not been 
Carrying out repairs on equipment, since they are unable to 
purchase spare parts and they are not supplying mineral 
fertilizer or accumulating fuel and lubricating materials for 
the spring sowing work. Some farms are even unable to 
purchase seed. There have been instances of funds not 
being available for acquiring the fuel needed for delivering 
the livestock products produced to the consumers. 


For the most part, this critical situation in the rural areas 
has been conditioned by a considerable weakening in state 
support. During the 1991-1993 period, investments in 
agricultural production installations have declined by a 
factor of roughly sevenfold. Over the past two years, there 
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has been a sharp decline in the capital-labor ratio and the 
equipment workload has increased. 


And the damaging trend towards a decline in state assis- 
tance is continuing this year. Thus, approximately nine 
trillion rubles’ worth of centralized credit resources are 
needed for farms, including private farms, the organiza- 
tions which provide services for them and also food and 
processing enterprises for preparing for and carrying out 
spring field operations and also for their accounts with 
agricultural producers for products delivered last year. 
Plans call for only one-ninth of the mentioned amount of 
funds to be allocated for these purposes during the first 
quarter of this year. 


And for development of the agro-industrial complex, 
Minekonomiki [Ministry of Economics] and Minfin [Min- 
istry of Finance] call for a limit to be placed upon central- 
ized capital investments, financed from the republic 
budget of the Russian Federation, in the amount of 2.8 
trillion rubles. In comparable prices, this amounts to only 
55 percent of the limit for 1993. 


Meanwhile, the requirement for centralized capital invest- 
ments for 1994, for carrying out the state special purpose 
federal programs and decrees for the support and develop- 
ment of individual regions for agriculture alone, according 
to estimates by Minselkhoz economists and as adopted by 
the government of the Russian Federation, exceeds 37 
trillion rubles. Thus, state support for measures aimed at 
strengthening the logistical base for agriculture is in 
essence being discontinued and the carrying out of all 
programs adopted, including such an important one as 
“Improving Soil Fertility,” is being delayed. 


An analysis of the status of affairs in the agro-industrial 
complex, conducted by Minselkhoz specialists, reveals that 
the branch’s crisis is intensifying. And this year, if the 
government fails to undertake the radical measures needed 
for strengthening the agricultural economy, we may wit- 
ness a drastic decline in agricultural production. 


Credit, Investment Support for Sector 


944K0947B Moscow ZEMLYA I LYUDI in Russian 
No 9, 4 Mar 94 p 1 


[Article by P. Shcherbakov: “A Spoon, the Path To 
Dinner’) 


[Text] “If this document had been adopted in early Jan- 
uary, I would have succeeded in laying in a supply of fuel, 
in preparing good seed and in supplying fertilizer with 
pesticides,” sighed a familiar Ryazan farmer who had 
come to the editorial office. “Now this fine paper is just 
being released to the regions and specific executive agents, 
as the flood-water removes the last snow from the fields.” 


Thus was the response to publication of the decree of the 
government of the Russian Federation entitled “Economic 
Conditions for the Functioning of the Agro-Industrial 
Complex of the Russian Federation in 1994,” not only by 
this farmer but also by a majority of the country’s APK 
[agro-industrial complex] workers, regardless of whether or 
not they work at collective farms, in joint-stock companies 
or conduct their own production operations. 
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Perhaps my acquaintance was largely correct, implying 
that a spoon provides the path to dinner. But what is to be 
done if, in the words of the vice premier of the government 
of the Russian Federation, A. Zaveryukha, uttered recently 
by him during a press conference for Russian and foreign 
journalists, this decree is experiencing difficulty in 
reaching the governmental and ministerial offices. During 
the course of prolonged discussions and coordination, the 
draft of the future decree was thoroughly “scaled down.” 
Improvements were realized in those statutes in which 
specific figures were cited for financial and investment 
support for agriculture. 


Be that as it may, the document was nevertheless pub- 
lished and has already started to work. According to data 
which became known to the edictorial board, 400 billion 
rubles have already been used for the repayment of debts 
for grain sold by agricultural producers. The indebtedness 
to enterprises and APK organizations for subsidies and 
compensation that were in effect during 1993 will be 
repaid during the first quarter. A similar operation will be 
carried out for debts associated with the capital construc- 
tion volumes actually carried out at installations, the 
financing of which was implemented using federal bud- 
getary funds. 


Yes and what funds will be used for APK development this 
year? On the whole, appropriations for APK development 
are being maintained at the level for the funds actually 
allocated in 1993, with the average coefficient for indexing 
expenditures of the federal budget being taken into account. 
In addition, four trillion rubles from the federal budgetary 
fund for financial support in behalf of the more important 
national economic branches of the Russian Federation are 
being allocated for agricultural development. 


Certainly, not all of the financial problems will be 
resolved. Nevertheless, agricultural producers will receive 
strong assistance in the form of compensation for 30 
percent of their expenditures for energy resources 
employed for the growing of vegetables on sheltered 
ground and also enterprises engaged in the primary pro- 
cessing of flax and hemp. Similar compensation will be 
provided for the acquisition of mineral fertilizer and 
agents for the chemical protection of plants. 


Beyond any doubt, the fact that a number of statutes of the 
governmental decree call for a noticeable revival of invest- 
ment policies in the agrarian sector of the economy is 
indeed reassuring. Thus, Minfin for the Russian Federa- 
tion will this year assign no less than two thirds of the 
overall volume of funds being received in the federal 
budgetary fund for financial support for the more impor- 
tant national economic branches to a special sub-account 
entitled “Fund for Financial Support for Agriculture.” The 
funds from this sub-account will be employed for specific 
programs, including for reconstruction and re-equipping, 
for expansion and new construction of installations of a 
production nature, for developing the logistical base for 
breeding enterprises and seed production farms and for 
land reclamation and nature conservation measures. 


During the first six months, a governmental commission 
for credit policies and the Central Bank of Russia will 
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allocate not less than five trillion rubles worth of central- 
ized credit resources for the purchasing of fuel, seed, spare 
parts, mineral fertilizer and feed. A portion of this money, 
or more exactly 1.3 trillion rubles, will be used for 
acquiring equipment, trucks and pedigree livestock. These 
credits will be issued for a period of up to three years, with 
annual repayment of indebtedness commencing | Sep- 
tember and with simultaneous payment of interest. 


In addition, the plans call for centralized capital invest- 
ments in the amount of 2.8 trillion rubles and investment 
credit in the amount of 1.3 trillion rubles. 


This money will be used for development and revival of 
the agrarian sector of the economy. They must serve in the 
role of a unique locomotive, one which pulls behind itself 
all of the national economic branches that are associated 
with agricultural production—machine-building, chem- 
istry, processing. 


And a chief consideration is the fact that this money 
cannot be used for consumption. This is especially fright- 


. ening to society and to those who oppose financial support 


for agriculture and do not encourage inflation. To the 
contrary, the revival of production operations in a whole 
series of national economic branches will serve as a reliable 
means for restraining the inflationary processes. 


Measures are set forth in the decree for providing support 
for peasant (private farmer) farms. In particular, not less 
than 15 percent of the capital investments called for in 
local budgets for the mentioned purposes will be allocated 
for the construction of installations for the social and 
production infrastructure. The plans call for monetary 
assistance for those families which resettle in rural areas. 


The production volumes for agricultural products, which 
are maintained at the 1993 level, are set forth in the 
document. Federal food funds in response to state needs 
are being created and provision is being made for 
advancing funds on credit for products sold to these funds, 
in the amount of 50 percent of their value. 


Impact of Urban-Rural Financial Imbalance 


944K0947C Moscow ZEMLYA I LYUDI in Russian 
No 10, 11 Mar 94 p 1 


[Article by L. Semiletov, deputy chief of administration for 
price policy of the Ministry of Agricultural Production of 
the Russian Federation: “Held Captive By the Financial 
Deficit”’] 


[Text] The opinion persists that the large amounts of 
subsidies and compensation being issued by the state to 
agricultural producers in our country are being used inef- 
fectively. Is this actually the case? Let us first compare the 
budgetary funds being made available to agricultural pro- 
ducers both here and abroad. Last year these payments, per 
hectare of sowing area in Russia, amounted to 10,000 
rubles, or less than 10 dollars, and in the U.S.A.—more 
than 90 dollars and almost the same amount in Canada. 


As you can see, support for the agrarian sector in our 
country is negligible compared to that for states with 
developed market economies. It does not cover even a 
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portion of the tremendous increase in the prices for 
resources, the result of severe inflation, excessive taxes and 
high credit rates. 


Owing to the severe financial situation, the farms are no 
longer able to maintain the production potential created 
earlier. Last year the withdrawal of fixed capital in agri- 
culture exceeded by fourfold the placing of such fixed 
capital in operation. The workload borne by existing 
equipment increased greatly and this is bringing about an 
increase in the periods of time required for carrying out 
agricultural operations and also shortfalls in the produc- 
tion of goods. Moreover, a considerable decline in invest- 
ments is posing the threat of a drastic drop in productivity 
in field crop husbandry and, in the final analysis, in 
livestock husbandry operations. 


Compared to 1991, when in order to procure one tractor 
and depending upon the machine model, the farms had to 
sell from 29 to 43 tonnes of grain, today the figure is almost 
twice as much. And in order to purchase one tonne of 
mineral fertilizer, today they must sell 3-22 times more 
agricultural products, depending upon the type of product 
involved. Hence, earnings in agriculture are considerably 
lower than that in other branches. 


Taking into account the non-equivalent exchange of prod- 
ucts between cities and the countryside and the severe 
financial situation, importance is attached to increasing 
financial assistace for the agrarian sector. In our opinion, it 
must be directed primarily towards adapting the agricultural 
producers to market conditions, maintaining equivalence in 
inter-branch exchange, protecting peasants from competi- 
tion by foreign entrepreneurs and towards the development 
of a market infrastructure and implementing measures 
aimed at demonopolization in the agrarian sphere. 


Moreover, the state must present the farms with the 
required guarantees with regard to the sale of their prod- 
ucts. They must signify that if producers, for one reason or 
another, are unable to sell their products through direci 
market channels, the state will procure them at firm prices 
declared in advance. Such a system will prompt the farms 
to develop the production of the needed agricultural goods. 


Continuing Agricultural Input Shortages 


‘Agrotekhnologiya’ Vice President on Working 


with Shortages 
944K0948A Moscow ZEMLYA I LYUDI in Russian 
No 8, 25 Feb 94 p 2 


[Article by P. Popov, Vice President of the Agrotekh- 
nologiya [Agrotechnology] Joint Stock Society and candi- 
date of agricultural sciences: ‘“Agrotekhnologiya’ Is 
Getting Down to Work”’] 


[Text] Without exaggeration we can say tnat the country is 
now in a state of agricultural crisis, the essence of which has 
to do with the fact that village producers of agricultural 
products have either inadequate or no assets. The applica- 
tion of fertilizer has practically ceased, there is a shortage of 
equipment to carry out these operations, soil degradation is 
in progress, and the ecological balance is being violated. 
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It would seem that measures are being taken to correct this 
situation. Land relations have been secured through legal 
channels, and a multi-structural agricultural production 
base has been approved. Farming enterprises are being 
created side by side with large agricultural enterprises, the 
population is being given plots of land, and dacha [summer 
house] and horticultural-gardening cooperatives are being 
organized. Gradually, competition is developing among all 
village goods producers. This is the beginning of market 
ties and relations. 


At the same time we have observed a multitude of negative 
processes that hinder movement along the selected market 
path in the economy. In particular, unnecessary fuss and 
haste have been exhibited in eliminating large enterprises 
and there have been attempts to forcefully introduce 
farming, whereas both processes should be voluntary. 
Large enterprises may become genuine collectives in the 
form of joint-stock societies, cooperatives or partnerships. 
Land, the means of production, and ultimately the results 
of work must belong to these collectives. Where conditions 
exist, farming enterprises are being created, and there 
should be no hindrance to this. Can it be that we cannot 
deal with this simple matter? I think that we can. Everyone 
must simply be a facilitator instead of interfering with the 
development of judicious multi-structural land ownership. 


It is from these positions that economic transformation of 
the village should be managed. But very complicated prob- 
lems arise in the process of reform. One of them is the use of 
chemical agents, equipment and scientific elaborations. 


With the transition to market relations we have noted a 
negative tendency to partially or fully reject fertilizer in 
connection with its increased cost. Directors of enterprises 
say that for 1-2 years they will be able to do without the 
purchase of chemical agents and equipment by using 
existing reserves. Most likely this will not be a success— 
working with a machine until it wears out will not yield 
good results. In addition, it could bring with it a curtail- 
ment in the production of chemical agents and a reorien- 
tation of production capacities. In other words, agriculture 
will simply exacerbate its predicament. We should con- 
sider that if a wheat yield of 15-20 quintals per hectare 
requires one pesticide treatment and the application of 
70-180 kilograms of fertilizer per hectare, then a produc- 
tivity of 30-35 quintals will require six pesticide treat- 
ments and 300-420 kilograms of fertilizer per hectare. In 
this way, the noted tendency to refuse fertilizer, pesticides 
and new equipment will result in a sharp drop in soil 
fertility and thus in a significant decrease in the harvest. 


In recent years ecological problems have become particu- 
larly urgent in agriculture. Avoiding pollution of soil and 
crops with chemical agents requires their balanced and 
comprehensive use on the basis of soil and leaf diagnostics. 
Effective and safe use is impossible without the newest 
machines and equipment and the leading technologies. 


Ideas about the negative aspects of chemicals in agriculture 
are taking hold more and more firmly in the mass media. 
What is not mentioned is that in the entire world the 
knowledgeable use of large doses of mineral fertilizers is 
the foundation for producing large and stable harvests. Let 
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me cite certain figures. In 1991 in the USSR, 120 kilo- 
grams of active substance was applied per hectare; in 
Holland—800. The productivity of grains equalled 18 and 
70 quintals per hectare respectively. In the USSR pesti- 
cides were used on 30-35 percent of sowing area, in the 
U.S.—on 90 percent, and in Japan—on 100 percent of 
total area. Meanwhile, the life expectancy of an individual 
equals 70, 75 and 78 years respectively. 


In this case what should concern us more today—ecology 
or soil fertility and the size of the harvest? Obviously we 
should look at both without contrasting one with the other. 
Increasing the return on fertilizer should be one of our 
main tasks because it is still low here. The introduction of 
one kilogram of nutrients with fertilizers yields 7.3 kilo- 
grams of grain abroad and 3-5 kilograms in the Russian 
Federation. Expenditures of mineral fertilizers to produce 
a tonne of agricultural product is 2.6 times greater here 
than in the U:S.. 


In connection with the difficult economic situation in the 
country, particularly within agricultural production, the 
agrochemical potential that has been developed since the 
early 1970’s (Selkhozkhimiya [Agrochemical] Specialized 
Association, agrochemical laboratories, and stations for 
chemicalization and plant protection), at the present time 
is collapsing, and in some places has already collapsed. 
Under these difficult conditions it is essential to seek new, 
non-traditional approaches not only to the agrochemical 
service, but to the entire complex of scientific-technical 
services within the new multi-structural agricultural pro- 
duction base as well. Most likely, direct ties between 
producers of agricultural products and enterprises that 
produce material-technical resources, as well as scientific- 
research and planning-research institutions will be of more 
and more significance. 


For example, after the elimination of Soyuzselkhozkhimiya 
[All-Union Agricultural Chemical Association], the Agro- 
tekhnologiya Joint Stock Society was created with the goal 
of further realizing accumulated scientific-technical poten- 
tial and of effectively utilizing the highly trained specialists 
of this association’s apparatus. Its founders include the 
Agrokhim Russian Agrochemical Company, Avtoselkhoz- 
mash [Agricuitural Vehicle and Machinery] Holding Asso- 
ciation, Rosstyskiye Semena [Russian Seed] Joint-Stock 
Society, and the Russian Academy of Agricultural Sciences. 
We have selected contemporary scientific-technical supply 
of agroindustrial production as our main direction. Our 
clients and partners are kolkhozes, sovkhozes, joint-stock 
societies, partnerships, farmers, and individual land users 
regardless of form of ownership or management. All rela- 
tions are built on direct contracts and a mutually advanta- 
geous foundation. 


During last and this year the society has concluded con- 
tracts with large producers to assimilate intensive technol- 
ogies for raising wheat, corn, sugar beets, potatoes, soy- 
beans and other crops. We are carrying out this work 
jointly with enterprises, first and foremost, in large land- 
management regions—Krasnodarskiy Kray, and Rostov, 
Voronezh, Orel, Belgorod, Lipetsk, Tambov, Tula, and 
Penza oblasts. 
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Everything begins with traditional technological maps, 
which with a consideration of agricultural resources, soil 
fertility and management-economic conditions, are made 
more precise by us jointly with agronomists and engineers 
from enterprises. In carrying out their obligations, our 
specialists are concerned about supplying enterprises with 
hybrid corn, peas and other seed, and satisfying demand 
for the most effective fertilizers, agricultural equipment 
and plant protection agents. Agrotechnological classes and 
seminars are held for workers of agricultural enterprises. In 
striving to alleviate financial problems, we try to sell these 
agricultural resources under favorable conditions and as 
inexpensively as possible for the consumer. We do not 
chase after super profits, and for this reason, overhead 
expenses are curtailed to 7-8 percent. Incidentally, enter- 
prises pay us in money as well as in agricultural products. 


In enterprises that have contracts with us, the productivity 
of grains and legumes, including corn, increased last year 
by an average of 3 quintals per hectare; of sugar beets—by 
30-50. A large savings in resources is achieved when they 


‘ are utilized more effectively. 


Another direction in our operations involves providing 
agricultural services to the small producer of agricultural 
products, beginning with the farmer and ending with the 
cultivators of dacha plots and members of horticultural- 
garden cooperatives. Unfortunately, we have not yet cre- 
ated an orderly system for supplying the population with 
technology and agricultural resources with stability. 
Farming enterprises have found themselves in particularly 
difficult circumstances because they are not supplied with 
chemical agents, small equipment, seed and scientific- 
technical elaborations either through the centralized 
supply system for kolkhozes, sovkhozes and joint-stock 
societies created on the basis of kolkhozes or sovkhozes or 
through government and cooperative trading, which has 
also undergone reforms everywhere, or through scientific- 
research institutions and the agronomic service. Neverthe- 
less, practically all individual land users understand that 
without a positive solution to these problems it is impos- 
sible to cultivate a good harvest of most agricultural crops. 


It is no secret to anyone that during moist years up to 
30-50 percent of the potato harvest perishes from phytoph- 
thora, and of the cucumber harvest—from peronosporosis. 
During dry years potato plantations become severely 
infested with the Colorado potato beetle. Individuals do 
not always have mineral fertilizer, seed and a horticultural 
inventory to carry out seasonal operations. Due to the 
absence of chemical ameliorative agents on the market the 
population loses up to 25-30 percent of harvest potential 
annually. In the Non-Chernozem Zone alone the demand 
for such agents equals over 7,000 tonnes annually. In 
connection with this, Agrotekhnologiya has begun to 
create local specialized partnerships to provide technolog- 
ical supplies to individual land users. At the present time 
such partnerships have been created in Moscow, Lenin- 
grad, Lipetsk, Belgorod, and Vladimir oblasts and Krasn- 
odar Kray. This work is carried out in close cooperation 
with local Selkhozkhimiya associations. Last year partner- 
ships fully supplied the demand for chemical ameliorative 
agents by over 60,000 individual land users. The society 
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together with the Vitebsk Dolomit Production Association 
has organized the production of dolomite meal packed in 
small packages (5-25 kilograms). This is the best soil 
amelioration agent, containing the vital microelement 
magnesium in addition to calcium. 


Agrochemical soil analyses on fine-contour farm plots and 
in dacha and horticultural-gardening cooperatives and 
technological consultations with land users on the effective 
and ecologically safe use of fertilizers and plant protection 
agents are provided jointly with chemicalization stations. 


Through the system of partnerships individual land users 
are supplied with significant quantities of vegetable seed, 
the framework for dacha hothouses and hotbeds, panels, 
and horticultural-gardening inventory. 


The simplest accounts show that improved availability to 
individual land users, especially farming (peasant) enter- 
prises, of essential agricultural resources and technological 
services will enable them to greatly improve land produc- 
tivity and to increase the production of potatoes, vegeta- 
bles, fruit and livestock raising by 15-20 percent. 


Such experience exists. The first positive results also exist. 
But they can be more weighty if we unify our efforts and 
the efforts of many other production-technical, commer- 
cial-supply, agronomic and variety seed farming organiza- 
tions, including the structures of the RF Ministry of 
Agriculture and Food and of local agricultural organs. 


Resolutions Adopted, Lack of Fuel Continues 


944K0948B Moscow ZEMLYA I LYUDI in Russian 
No 10, 11 Mar 94 p 1 


[Article by P. Shcherbakov: ““We Have the Resolution. We 
Do Not Have the Fuel’’] 


[Text] Last week the federation council passed a resolution 
on priority measures to secure the fulfillment of spring 
field work in the Russian Federation in 1994. The docu- 
ment, which was signed by V. Shumeyko, is short, con- 
sisting of only two points, but it would be difficult to 
overestimate its significance. In it, the federation council 
proposes that within a two-week period, the government of 
the Russian Federation solve the problem of allocating 
credit to the agroindustrial complex for the first six-month 
period in an amount equalling 6 trillion rubles, including ” 
trillion rubles for the first quarter. In this way the upper 
house of the Russian parliament showed itself to be more 
generous than the government, which in its recent resolu- 
tion on the economic conditions for the functioning of the 
APK [Agroindustrial complex] operations in 1994 was 
able to allocate only 5 trillion rubles for this purpose. 
Recall how many critical barbs the mass media, which 
considers itself to be democratic, directed in this regard at 
the government’s deputy prime minister, A. Zaveryukha, 
who is responsible for the agricultural sector. By doing this, 
they said, the government was pushing the country into a 
new inflationary spiral. 


Of course it is gratifying that the upper house of parlia- 
ment has finally shown some concern for peasant needs. 
But the question immediately arises: Where were you 
before, respected deputies? After all, it is well known that 
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the spring day feeds the year. Well, all right, perhaps before 
the snow melts the people of the north will see the effects 
of this document. But what about the people of the Kuban, 
Rostov and Stavropol? Incidentally, at a point at which the 
resolution of the federation council had not yet been 
signed, the farmers of Krasnodar Kray, having poured the 
last liters of fuel into tractor tanks, were already able to 
fertilize 200,000 hectares of winter crops out of a total of 
1.5 million hectares. Winter crops were resown on 20,000 
hectares where they had perished completely or were thin. 
This work must be done on a total of 300,000 hectares. 
Will farmers complete it successfully? 


It is no accident that on | March the new government 
commission on spring sowing and harvesting in 1994, 
chaired by the RF government’s deputy prime minister, A. 
Zaveryukha, met for the first time this year. The discus- 
sion at the meeting was very alarming. 


Russian agricultural workers must carry out spring sowing 
on 67.4 million hectares, which is 4 million hectares more 
than last year. This can be explained by the fact that last 
fall for a number of reasons fewer late-fall plowed fields 
were raised and winter crops were not sown on 4 million 
hectares. In addition, due to crop loss it is necessary to 
resow winter crops on 2 million hectares. 


V. Shcherbak, first RF deputy minister of agriculture and 
food, noted in his speech that Russia’s agricultural enter- 
prises have somewhat smaller supplies of spring crop seed, 
especially corn. 


Yet this did not evoke as much concern among commis- 
sion members as did the shortage of tractors, agricultural 
machinery and spare parts, oil and lubricating materials, 
mineral fertilizes and chemical plant protection agents. It 
is this, noted the meeting participants, that can seriously 
affect the course of spring field work. 


As of early February one out of four tractors and trucks 
and about one-third of plows, cultivators and sowers were 
in a state of disrepair. As for diesel fuel and gasoline 
reserves in enterprises, prior to the beyinning of the 
current sowing period they were significantly smaller than 
in preceding years. 


Specialists confirm that uninterrupted equipment fuel 
supplies during spring field work is impossible if enter- 
prises do not have a diesel fuel and gasoline reserves for at 
least 25 days. At the present time enterprises have only 
350,000 tonnes of diesel fuel compared to the norm of 1.3 
million tonnes. Operations data from the RF Ministry of 
Agriculture and Food confirm that about 30 percent of 
enterprises have completely expended their available fuel 
reserves. One fifth of enterprises have only a 3-5 day 
reserve. Especially alarming is the curtailment of fuel 
reserves in regions and enterprises located at a distance 
from railroad stations because it is impossible to transport 
anything during the spring period when roads are bad. 


In the opinion of commission members, the situation 
involving supplies of mineral fertilizers, seed-treatment 
chemicals and pesticides to enterprises for spring sowing is 
equally serious. Even if we supplied enterprises with a 
minimum quantity of mineral fertilizer calculated on the 
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basis of 27 kilograms of active substance per hectare, we 
would still have a shortage of 2.9 million tonnes of mineral 
fertilizer. In storehouses the remainder comprises only 
400,000 tonnes. In January-February enterprises were able 
to procure another 200,000 tonnes. Thus, total reserves 
equal only 21 percent of the minimum needed. Let me 
remind you that just 5 years ago kolkhozes and sovkhozes 
applied 12.8 million tonnes of fertilizer to the harvest. This 
year they probably will not apply even 3.5 million tonnes. 


Because of insolvency, village goods producers owe chem- 
ical combines 70 billion rubles. As a result, in order not to 
stop production, a significant portion of the fertilizer that is 
so needed by agriculture is exported. In order to stop this 
negative process even for a short time, the commission has 
decided to make a proposal to the government on halting 
the export of all forms of mineral fertilizer produced in 
Russia for a period of 3 months beginning 10 March of this 
year. 


“Yes, this is not a market solution,” noted Deputy Prime 
Minister A. Zaveryukha, “but we have no other today. 
Otherwise, we will leave the domestic goods producer 
without fertilizer, and this means without a harvest.” 


Commission members have given a great deal of attention 
to the financial problems of agriculture and its related 
branches of industry and to the deterioration of the system 
of mutual accounts and payments. The commission has 
complained about the Central Bank and the RF Ministry 
of Finance concerning the non-fulfillment, in its opinion, 
of the government’s directives on the order for issuing 
credit to village goods producers and for canceling interest 
on such credit. 


The commission noted a number of specific measures that 
would make serious corrections in the course of preparing 
for and carrying out spring sowing. 


Increasing Forest Role in Combating Erosion, 
Land Conservation 


Vice Premier Zaveryukha on Forestry Support 
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[Article by A. Zaveryukha, vice premier of the Govern- 
ment of Russia: “Related Sectors, One Interest”’] 


[Text] Aleksandr Kharlampiyevich Zaveryukha was born in 
the settlement of the Sovkhoz imeni Elektrozavod in Novos- 
ergiyevskiy Rayon, Orenburg Oblast, in the prewar year of 
1940. He began his labor activity as a tractor operator on his 
native sovkhoz, from where he left to serve in the ranks of 
the Soviet Army. He came to the first course of the 
Orenburg Agricultural Institute with quite a rich life expe- 
rience and serious labor and army training, which, obvi- 
ously, was useful. The newly fledged agronomist grasped the 
rudiments of vocational skills after graduation from the 
higher educational institution when he assumed the post of 
chief economist of the Uran Sovkhoz in his native Novos- 
ergiyevskiy Rayon. He grasped them very successfully if 
after 3 years in the same rayon members of the Komsomol- 
skiy Kolkhoz elected him their chairman. He worked in this 
post for 11 years. 
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In 1978 straight from the [post of} kolkhoz chairman, 
bypassing intermediate levels of authority, A.Kh. Zavery- 
ukha right away was appointed deputy chief of the produc- 
tion administration of agriculture in the oblast, which he 
headed soon. Then he worked as first deputy chairman of 
the oblast agro-industrial committee and as chairman of the 
oblast soviet cf agro-industrial formations. In 1992 he was 
appointed general director of the All-Russian Scientific 
Production Association of the All-Russian Scientific 
Research Institute of Beef Cattle Breeding. He defended his 
dissertation without giving up his work. He is candidate of 
economic sciences. 


A.Kh. Zaveryukha, people’s deputy of the Russian Federa- 
tion, vice premier of the Government of Russia, among 
several national economic sectors, also manages the Russian 
Federal Forest Service. 


From time immemorial two concepts—forest and arable 
land—have been indivisible in the consciousness of the 
Russian man. Time has confirmed with all obviousness: 


. They cannot be examined separately—this is fraught with 


big losses. Successful work by peasants largely depends on 
the state of the country’s agriculture and, naturally, they 
are vitally interested in seeing to it that forestry affairs are 
conducted competently and sensibly. 


The state privatization program determines: Russia's 
forest lands are federal property and are not subject to 
privatization. The Federal Forest Service should now 
become the only owner of Russian forests. However, at the 
beginning of 1993 about 80 percent of the country’s forests 
were under its authority. As before, 7 million hectares of 
plantings are under the authority of various ministries and 
departments (the Ministry of Defense, hunting establish- 
ments of the Ministry of Agriculture and Food, and 
administrations of the cities of Moscow and St. Peters- 
burg). The Federal Forest Service and its local bodies, 
fulfilling the requirements of the new forest legislation, 
must immediately accept all forests and bear responsibility 
for their preservation and reproduction. When there is one 
owner in the forest, it will be possible to solve the problems 
of agricultural workers more successfully. 


Agricultural workers count on forestry experts in many 
ways. They hope that state bodies for the sector’s manage- 
ment, jointly with territorial bodies of power, will be able 
to solve the problem of leasing available plots of forest 
lands on favorable terms to timber cutters meeting the 
needs of rural dwellers for lumber. It is also necessary to 
examine with territorial bodies of power problems con- 
cerning the preferential supply of felled and sawn timber 
for the rural population. It would be advisable for the 
Russian Federal Forest Service to prepare on behalf of the 
government recommendations to territorial bodies of 
power about the free sale of dead-standing and windfallen 
trees to the population. 


In 1993 forestry establishments of the Russian Federal 
Forest Service procured 18 million cubic meters of timber 
by way of improvement tree felling. This timber is used for 
the needs of the local (basically rural) population. The 
production cost of timber procured by forestry establish- 
ments is much lower than that of commercial structures. 
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Moreover, in accordance with the president's edict the 
profit from the processing of timber from improvement 
felling is not taxed. To increase improvement felling 
volumes to scientifically substantiated norms and to more 
fully meet the needs of the rural population for timber and 
fuel are important tasks of forestry bodies. One would like 
forestry bodies to pay more attention to the farms that are 
being established. In particular, for their stabilization and 
support the Federal Forest Service must develop a pro- 
gram for leasing sections of forest lands to farmers on 
favorable terms. 


Soil erosion does irreparable damage to land resources, the 
environment, and our economy. The soil of eroded and 
erosion-dangerous agricultural areas now makes up 56 
percent. Erosion annually devours about | and ' billion 
tonnes of fertile soil. The president of the Russian Feder- 
ation and the Government of Russia are disturbed by the 
existing situation with the protection of land against 
degradation. Urgent actions are necessary. The examina- 
tion of this matter was referred to the Security Council of 
the Russian Federation. In erosion control it is difficult to 
overestimate the significance of forest reclamation mea- 
sures. Field-protective forest belts ensure not only soil 
protection against erosion, but, at the same time, greatly 
increase harvests and lower production costs. 


The afforestation of gully and ravine systems eliminates 
their desiccating and draining effect on adjoining territo- 
ries and brings destroyed lands back into the economic 
turnover. The forest reclamation of sandy lands and arid 
pastures counteracts deflation processes to a considerable 
extent and makes it possible to obtain a variety of agricul- 
tural and forestry products scarce in these regions. For 
example, 3 to 5 hectares of sand in the Lower Volga Area 
put into agricultural turnover under the protection of 
forest plantings are equivalent in plant output to | irr- 
gated hectare of high-grade soil. For the complete protec- 
tion of agricultural land in the Russian Federation it is 
necessary to have 12.3 million hectares of forest belts. 


The long-term plan for anti-erosion measures determined 
the immediate volumes of work on protective afforesta- 
tion—5.1 million hectares. A total of 2.9 million—only 
one-fourth of the scientifically substantiated need—were 
established. The program for an increase in Russia’s soil 
fertility envisaged the establishment of 252,000 hectares of 
all types of protective plantings in 1992-1993. According 
to preliminary data, execution will make up 60 percent. 
Why have the volumes of work been curtailed? Local 
agricultural enterprises refuse to allocate land plots for 
forest plantings (this problem is aggravated owing to the 
change in the forms of land ownership) and problems 
concerning the financing of this work are solved poorly. 


Russia’s forests represent a vast storeroom for the replen- 
ishment of food in the country through the use of wild- 
growing berries, mushrooms, nuts, medicinal raw mate- 
rials, and other gifts of the forest. For now, however, these 
resources are utilized poorly. In the last 2 years the 
procurement of wild-growing fruits and berries has 
decreased by a factor of five and of medicinal-technical 
raw materials, by a factor of more than two. There is a 
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similar picture with respect to other indicators, But for- 
estry experts in the Republic of Kalmykia and in Vologda, 
Karachayevo-Cherkess, and Kemerovo forestry adminis- 
trations have been able to organize work quite well. 


Russian forests have many honey-bearing resources, which 
creates a good basis for the development of bee-keeping. 
This potential is also by no means fully utilized every- 
where, Whereas Tatarstan annually procures honey at the 
level of 340 quiniais, Samara Oblast, 140, Altay Kray, 210, 
and Sakhalin, 335, Krasnodar Kray, only at the level of 60 
quintals and the Republic of Mari El, 31. Honey produc- 
tion is also poorly organized in a number of other regions. 


Forestry establishments have plenty of opportunities to 
develop subsidiary farms. However, the results of work in 
1993 point to an alarming situation with the supply of 
products of agricultural production. Whereas in 1991 
subsidiary farms of forestry establishments produced 
almost 12,000 tonnes of meat, which is more than 30 kg 
per worker, in 1993 they produced only about 8,000 
tonnes. Forestry experts in Vladimir, Pskov, Smolensk, 
and a number of other forestry administrations unjustifi- 
ably refused to manage subsidiary farms. They transferred 
up to 90 percent of the available livestock to various 
structures under a department of the industrial sphere. 


But iorestry experts in the Udmurt Republic and Voron- 
ezh, Tambov, Tula, Rostov, Kurgan, and Kemerovo 
oblasts, despite difficulties, not only have preserved the 
production of agricultural products, but also have a rise in 
basic indicators. In brief, under the most difficult condi- 
tions of the transitional period of the market economy, 
with a desire and a skillful approach it is possible to have 
one’s own meat, milk, and other products, which becomes 
a good support for workers. 


I deliberately do not dwell here on the “pure” problems of 
forestry—a great deal is written about this in the pages of 
LESNAYA GAZETA. Nevertheless, it is worth talking 
about one. 


It is known that, owing to the reduction in production and 
the sharp rise in the cost of machinery, the degree of 
equipment of forestry establishments with labor-saving 
and ecologically safe machines and mechanisms used in 
improvement felling, in reforestation, and in other opera- 
tions has dropped in recent years. Therefore, proposals on 
granting goal-oriented preferential credits for the purchase 
of machinery, which contributes to an increase in the 
volumes of forest tending and to an improvement in its 
quality, should be submitted to the government. 


Forestry Administration Head on Conservation 
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[Report on interview with Yu. Shevelev, chief of the 
Administration of the Timber Industry of Russia’s Min- 
istry of Agriculture and Food, by I. Kalashnikov; place and 
date not given: “Forest Belt Is a Reliable Bastion’’} 


[Text] Benefactress earth is now in a disastrous state. Its 
fertility is declining catastrophically owing to the fact that the 
application of mineral fertilizers has decreased repeatedly. 
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Progressing soil degradation, which is due to the increasing 
wind and water erosion, ferocious dry winds, and sand 
encroaching on arable land, aggravates the agricultural situ- 
ation. As long-term practice shows, green plantings can and 
should protect fields. However, do we sufficiently engage in 
afforestation today? What hinders this? How do immediate 
prospects look? Our correspondent talked about this with Yu. 
Shevelev, chief of the Administration of the Timber Industry 
of Russia’s Ministry of Agriculture and Food. 


In order to better understand the role and significance of 
protective forest plantings—Yuriy Aleksandrovich 
noted—we should first talk, even if in brief, about the 
natural and climatic conditions under which Russia’s rural 
workers have to work. These conditions are highly specific 
and in most regions are not quite favorable for agricultural 
production. 


Here are the figures of the All-Russian Scientific Research 
Institute of Agricultural and Forest Reclamation 
(VNIALMI). About 70 percent of the country’s sown areas 
are located in hot and dry or in cold and water-logged 
zones. Deserts occupy almost 14 percent of the areas. More 
than one-half of the areas under grain crops are located in 
the zone of periodic droughts. Gullies represent a terrible 
evil for the plowman. Their total area exceeds 6 million 
hectares. In all, there are 15 to 30 million hectares of 
gullied land (according to various evaluations). 


From year to year the agricultural situation does not get 
better. Conversely, it deteriorates, because soil degradation 
is occurring and quite intensively at that. According to 
specialists’ estimates, in the last decades approximately 
one-fourth of all the arable land available in Russia, owing 
to wind and water erosion, has lost from 10 to 30 percent of 
its fertility. A catastrophic decrease in humus—more than 
8! million tonnes annually—is observed. It has been esti- 
mated that, owing to soil erosion, we lose 400,000 to 
500,000 hectares of arable land annually. Saline soil, 
swamps, and drift sand continue to develop on the most 
fertile land in the lower reaches of the Volga, the Don, and 
the Kuban. 


It goes without saying that the picture is depressing. Forest 
plantings have always been protectors of fields and crops. 
To put it more simply, only they can save benefactress 
earth and bar the way to destructive dry winds, black 
storms, encroaching sand, and other natural calamities. 


Apparently, there are quite a few of them—in many 
regions forest belts intersect fields lengthwise and cross- 
wise. However, they are obviously insufficient. We have 
2.9 million hectares of protective plantings, but no less 
than 14 million are needed. It would seem that there ts 
only one conclusion—to reduce this gap. Life itself and the 
disastrous state of land, in which it is, demand this. 


In fact, however, everything is different. For example, last 
year, out of the 132,000 hectares of protective forest 
plantings planned according to initial outlines, trees, 
shrubs, and other plantings have been placed only on 
68,000 hectares of the allocated areas. If work continues to 
be carried out at the same rates, the required 14 million 
hectares will not be reached even in 100 years. This means 
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that we will not stop the unceasing degradation of arable 
land. Conversely, it will retake vast new areas from fields. 


The reason for such a slow development of protective 
afforestation is known: The crisis situation in the country’s 
economy—more simply, the shortage of funds—affects the 
course of work. The funds allocated from the federal 
budget for these purposes are obviously insufficient. 
Hopes to solve the problem with the funds of local budgets 
are not being realized. First of all, because local budgets are 
still small—they are just being formed. However, the 
problem lies not only in this. Local bodies of power often 
use even the money earmarked for the establishment of 
forest belts for other needs, which, from their point of 
view, are more important. This is due to the underestimate 
and lack of understanding of the importance of forest 
reclamation work. 


The question arises: What is next? How is tomorrow seen? 


On assignment from the government the state program for 
the development of agricultural and forest reclamation 


‘work in Russia is now being prepared. A large group of 


scientists and competent specialists of a number of minis- 
tries and departments are involved in drawing it up. 


Undoubtedly, the quite substantial experience in affores- 
tation during past years should have been taken into 
consideration. Many, especially people of the older gener- 
ation, remember well with what enthusiasm the planting of 
forest belts was undertaken in localities soon after the end 
of the war with the fascist German invaders. Some years 
trees and shrubs were planted on hundreds of thousands of 
hectares of arable land, gullies, and ravines. During the 
subsequent period, right up to our days, there were both 
ups and downs in this work. Some years afforestation was 
hardly practised—it was abandoned almost completely. 


Drafting a new important document, we proceed from the 
fact that the agro-industrial complex and the entire national 
economy will derive a vast effect from the forest protective 
work carried out. Specialists estimate that the average 
annual yield of grain on Russia’s fields protected by forest 
belts increases by 18 to 23 percent, of industrial crops, by 20 
to 26 percent, and of fodder crops, by 29 to 41 percent. This 
promises an increase of many million tonnes in the gross 
output of grain and other products. Such a yield increase can 
be obtained if, to the existing almost 3 million hectares 
occupied by forest and other protective plantings, at least as 
much is added in the next few years (in the future their area 
must be increased to 14 million hectares). 


Such a task is set by the state program for the development 
of agricultural and forest reclamation work. It envisages 
the establishment of a completed system of protective 
forest plantings in the Volga Area, in the central cher- 
nozem zone, in the North Caucasus, and on big irrigated 
tracts of land. Similar measures are to be carried out in 
especially dangerous regions of the development of water 
and wind erosion. It will be necessary to block the 
encroachment of sand and to stop the depletion of 
meadows and pastures. 


What difficulties lie in wait for us during the fulfillment of 
the planned program? The financing of work is problem 
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No |. We proceed from the fact that, since the control of 
the catastrophic soil degradation for the preservation and 
increase in fertility acquires state-wide importance (after 
all, the program is called the state program), the federal 
budget should assume the main concern for its financing, 
at least at the first stage. Of course, this does not mean that 
funds of local bodies of power should not be attracted. No 
less than 25 to 30 percent of the performed work should be 
paid from local budgets. Nevertheless, I repeat, the state 
budget should be the main source. To shift everything to 
local budgets means to ruin this work. There is the danger 
that funds will be used for other purposes—there are 
sufficient examples of this. 


Another range of problems is of a juridical and legislative 
nature. Although fundamentals of both land and forest 
legislation already exist, numerous questions regulated by 
nothing arise in practice. The allocation of land for protec- 
tive forest plantings is the most acute. Who assigns them 
and in what order? It seems that it is clear: the owner of 
land—the kolkhoz, the sovkhoz, the cooperative worker, 
and the farmer. He must allocate land, plant trees and 
shrubs, take care of them, and so forth. It is also clear that 
they do this for themselves, for their own needs—forest 
plantings will protect their crops against dry winds, improve 
the climatic situation, and, ultimately, repay them with a 
yield increase. However, they do this, alas, not always. 


In my opinion, following the example of foreign countries 
(Canada and the United States), we should adopt regional 
laws obliging all land users to carry out the entire set of 
necessary anti-erosion measures on their territory, 
including the growing and maintenance of protective 
forest plantings. It is also necessary to financially interest 
land users in the survival and preservation of forest 
plantings and to introduce sanctions for the nonperfor- 
mance or low quality of anti-erosion work and the loss of 
perennial plantings. 


We are also concerned by the purely organizational aspect 
of the matter. That is, how to organize the fulfillment of 
the planned program in practice better and more effi- 
ciently. First of all, it is necessary to preserve forest 
reclamation stations (there are about 50 of them) existing 
in localities and not to let them die. Numerous nurseries 
for the growing of seedlings of future forest belts are under 
their authority and many different machines for the 
planting of trees and shrubs and their care are concen- 
trated in them. It is also important to preserve forestry 
establishments participating in this work. Unfortunately, 
in order to survive, both forest reclamation stations and 
forestry establishments often withdraw many of their 
forces for the performance of various kinds of commercial 
operations and change their specialization. 


Of course, this does not exhaust the range of problems 
connected with measures for the control of land degrada- 
tion. I believe that it is necessary to restore previously 
existing forest reclamation services in the system of local 
bodies of agricultural management. A significant restruc- 
turing of sectorial science and of the personnel training 
system lies ahead. If we do not do this, we will greatly 
complicate the task of afforestation in the country. 
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Regional Anti-Erosion Measures 
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[Article: “Facts and Figures”} 


[Text] Despite the lack of money and the serious economic 
difficulties experienced by the agrarian sector, farmers in 
many regions engage in afforestation. True, the rates 
cannot be called shock rates. Nevertheless, the attitude 
toward protective plantings seems quite definite. 


For example, in the Volga Area and in other regions, where 
gullies cause a great deal of trouble to plowmen, much 
effort is made in the fight against this evil. Thus, in Saratov 
Oblast on gullied land last year trees and shrubs were 
planted on an area of 3,200 hectares, in Orenburg Oblast, 
2,750 hectares, and in Stavropol Kray, almost 884 hect- 
ares. In all, last year anti-erosion forest plantings appeared 
on an area of more than 11,000 hectares. 


Under the cover of protective belts pastures and hayfields 
grow better and last longer. Knowing this simple life truth, 
agricultural workers pay attention to the provision of green 
belts on these types of agricultural areas as well. For 
example, in Kalmykia and Astrakhan Oblast, where the 
destructive effect of dry winds is manifested especially, in 
1993 on pastures and hayfields forest belts were planted on 
an area of 17,100 and 9,300 hectares respectively. In 
Stavropol and Dagestan the scale of such operations is 
much more modest—1,240 and 1,300 hectares. Neverthe- 
less, it is good that in our difficult times people engage in 
this. 


Areas of field protective plantings are expanding, although 
slowly. Last year more than 1,000 hectares of new forest 
belts were established in Rostov Oblast, 920 in Voronezh 
Oblast, 990 in Orenburg Oblast, 800 in Saratov Oblast, 
and 600 in Kalmykia. In all, soil protective plantings were 
placed on an area of 29,000 hectares. In 1993 the total area 
of forest belts on hayfields and pastures increased by 
38,000 hectares. 


Statute on State Oversight of Land Use, 
Preservation 
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[Statute on Procedure for Exercising State Oversight of 
Land Use and Protection in the Russian Federation] 


[Text] 


I. General Provisions 


1. This statute will define the procedure for exercising 
state oversight of the use and protection of land in the 
Russian Federation. This procedure will be binding for 
all physical persons, officials, and juridical persons. 


2. State oversight of land use and protection will be 
exercised by the appropriate agencies of the represen- 
tative and executive branches of government and by 
state agencies specifically authorized to do this by 
existing laws. The purpose of state oversight of land use 
and protection is guaranteed compliance with the 
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requirements of land legislation by all physical persons, 
officials, and juridical persons for the effective use and 
protection of land. 


. The state agencies specifically authorized to exercise 
state oversight of land use and protection are the 
following: 


—the Russian Federation Committee on Land 
Resources and Land Management and its local agen- 
cies; 


—the Russian Federation Ministry of Environmental 
Protection and Natural Resources and its local agen- 
cies; 


—the Russian Federation State Committee for Sani- 
tary-Epidemiological Oversight and the agencies and 
institutions of the Russian Federation State Sanitary 
and Epidemiological Service; 


—the Russian Federation State Committee on Ques- 
tions of Architecture and Construction and its local 
agencies. 


These agencies will perform their functions in con- 
junction with agencies of the representative and exec- 
utive branches of government and with each other. 


. The chief state inspector of land use and protection in 
the Russian Federation will be the chairman of the 
Russian Federation Committee on Land Resources and 
Land Management, and the deputy chairmen of the 
committee and the chief of its administration for state 
oversight of land use and protection will be the deputies 
of the chief state inspector of land use and protection in 
the Russian Federation. 


The chief state inspector of land use and protection in 
the Russian Federation and his deputies will be person- 
ally responsible for organizing and carrying out state 
oversight of land use and protection in the Russian 
Federation, and territorial state inspectors of land use 
and protection and their deputies will be personally 
responsible for this within their territories. 


The chairmen of the land resource and land manage- 
ment committees of members of the Russian Federa- 
tion and of cities and rayons will be the territorial state 
inspectors of land use and protection in these territo- 
ries, and the deputy chairman of these committees and 
chiefs of their subdivisions for state oversight of land 
use and protection will serve as the deputies of the 
corresponding state inspectors of land use and 
protection. 


The chairmen of land resource and land management 
committees—the state inspectors of land use and pro- 
tection of members of the Russian Federation—will be 
appointed to office and removed from office by the 
chairman of the Russian Federation Committee on 
Land Resources and Land Management—the chief 
state inspector of land use and protection in the Russian 
Federation—with the consent of agencies of the execu- 
tive branch of government of these members of the 
Russian Federation. 
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Officials and specialists of the Russian Federation 
Committee on Land Resources and Land Management 
and the committees on land resources and land man- 
agement of members of the Russian Federation and of 
cities and rayons with the responsibility of state over- 
sight of land use and protection will be the inspectors of 
land use and protection in the corresponding territories. 


The chief state inspector of land use and protection in 
the Russian Federation and the state inspectors and 
inspectors of land use and protection will be issued the 
proper credentials by agencies of the executive branch 
of government. 


The chief state inspector of land use and protection in 
the Russian Federation and the state inspectors of land 
use and protection will have a stamp and official forms 
of documents inscribed with the State Seal of the 
Russian Federation and their titles. 


II. Functions of Agencies Exercising State Oversight of 
Land Use and Protection 


5. Agencies of the Russian Federation Committee on 


Land Resources and Land Management, the Russian 
Federation Ministry of Environmental Protection and 
Natural Resources, the Russian Federation State Com- 
mittee on Questions of Architecture and Construction, 
and the Russian Federation State Committee for Sani- 
tary-Epidemiological Oversight and the agencies and 
institutions of the Russian Federation State Sanitary 
and Epidemiological Service will do the following: 


—exercise state oversight of land use and protection 
within their jurisdiction; 


—arrange for inspections and evaluations of changes of 
land quality and the functional zoning of cities and 
other populated communities; 


—take measures to eliminate violations of land laws; 


—participate in drafting administrative ordinances and 
legislative instruments pertaining to land use and 
protection; 


—submit proposals according to the established proce- 
dure on the withdrawal of damaged and polluted land 
from use when the further use of the land could 
jeopardize human life and health, result in disasters 
and emergencies, destroy resources of historical and 
cultural value and natural landscapes, and cause 
adverse environmental changes and the pollution of 
agricultural products and sources of water; 


—notify the population of the state of land resources, 
the effectiveness of their use, and measures taken to 
protect the land; 


—participate in the coordination of urban development 
and land management documents and in the work of 
commissions inspecting reclaimed, recultivated, and 
other land where measures have been taken to 
enhance its quality and in the inspection of facilities 
installed for the protection of land. 
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. The Russian Federation Committee on Land Resources 
and Land Management and its local agencies will exer- 
cise state oversight of the following: 


—the compliance of enterprises, institutions, organiza- 
tions, and citizens with land laws and regulations 
governing the use of parcels of land in accordance 
with their stated purpose; 


—the prevention of the unauthorized occupation of 
parcels of land; 


—the presentation of reports on the existence, state, 
and use of land resources and on the existence of 
available land; 


—the timely recultivation of damaged lands, the resto- 
ration of the fertility and other positive properties of 
land, and the removal, use, and preservation of the 
fertile layer of soil during work with potential dam- 
aging effects on the land; 


—the design, location, and construction of facilities 
affecting the state of land resources; 


—the timely and competent completion of measures to 
improve land resources and to prevent and correct 
the effects of soil erosion, salinization, swamping, 
flooding, desertification, desiccation, compaction, 
littering, pollution, and other processes causing the 
degradation of the land; 


—the observance of the deadlines set for the processing 
of requests (or claims) from citizens for parcels of 
land; 


—the installation and maintenance of survey marks; 
—the timely return of land granted for temporary use. 


. The Russian Federation Ministry of Environmental 
Protection and Natural Resources and its local agencies 
will exercise state oversight of the following: 


—the fulfillment of environmental requirements during 
the allocation of land for all types of economic 
activity; 


—compliance with ecological standards during the 
development of new equipment, technology, and 
materials for the cultivation of soil and in the loca- 
tion, design, construction, and operation of enter- 
prises and other facilities; 


—the prevention of littering and the pollution of the 
soil with sewage, pesticides, mineral fertilizers, and 
toxic and radioactive substances; 


—compliance with the regulations of land use for envi- 


RUSSIA 57 


—the accuracy of information used in state land survey 
records and in the monitoring of land quality and 
land management; 


—the observance of land laws pertaining to the protec- 
tion of land; 


—the prevention of the unauthorized occupation of 
lands used for environmental, nature sanctuary, and 
recreational purposes; 


—the completion of work for the recultivation of dam- 
aged lands; 


—the completion of measures to prevent the deteriora- 
tion and destruction of topsoil and the degradation of 
land and to restore unusable agricultural area and 
polluted land. 


. The Russian Federation State Committee for Sanitary- 


Epidemiological Oversight and the agencies and insti- 
tutions of the Russian Federation State Sanitary and 
Epidemiological Service will exercise state oversight of 
the following: 


—the observance of public health laws in the use of 
parcels of land, the establishment of protective, pro- 
tective-sanitary, therapeutic, and recreational zones, 
and the design and operation of enterprises and 
facilities for the use, processing, and disposal of 
radioactive and toxic materials and production 
waste; 


—the prevention of the pollution of land with the 
pathogens of parasitic and infectious diseases. 


. The Russian Federation State Committee on Questions 


of Architecture and Construction and its local agencies 
will exercise state oversight of the following: 


—the supervision of all types of urban development 
activity in cities and other populated communities in 
accordance with approved urban development docu- 
ments; 


—the observance of the standards and rules of urban 
development and zoning laws in cities and other 
populated communities; 


—the observance of the official procedure for the use of 
territories with special urban development regula- 
tions; 

—the prevention of the unauthorized construction or 
demolition of buildings and installations and the 
removal of public greenery in cities and other popu- 
lated communities; 


—the allocation of parcels of land in cities and other 
populated communities in accordance with their 
stated purpose and urban development requirements. 


ronmental, nature sanctuary, and recreational pur- yyy Rights and Obligations of Officials of Agencies 
poses, Exercising State Oversight of Land Use and Protection 


10. The chief state inspector of land use and protection in 


—the completion of measures stipulated in land man- 


agement plans and other project plans for the preven- 
tion and elimination of processes causing the degra- 
dation and pollution of land and for the protection of 
soil and conservation of land resources; 


the Russian Federation and his deputies, state inspec- 
tors of land use and protection and their deputies, and 
officials of the Russian Federation Ministry of Envi- 
ronmental Protection and Natural Resources and the 
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Russian Federation State Committee on Questions of 
Architecture and Construction and their local agen- 
cies, the Russian Federation State Committee for 
Sanitary-Epidemiological Oversight, and agencies and 
institutions of the Russian Federation State Sanitary 
and Epidemiological Service will be empowered to do 
the following in accordance with their assigned func- 
tions in the state oversight of land use and protection 
and within their own jurisdiction: 


a) send reports to the appropriate agencies on viola- 
tions of land laws for the institution of proceedings 
against the guilty parties; 


b) petition courts and arbitration boards wrthout 
charge for compensation for damages caused by 
violations of land laws, for the reversal of unlawful 
decisions connected with the confiscation and allo- 
cation of parcels of land, and for the imposition of 
fines on physical persons and officials; 


c) suspend industrial, civil, and other construction 
projects, the extraction of minerals and peat, the 
operation of facilities, and all types of agrotechni- 
cal, forest reclamation, geological prospecting, 
exploratory, geodesic, and other activities if they 
involve violations of land laws or official land use 
regulations in territories under special protection 
and could lead to the destruction, pollution, con- 
tamination, or deterioration of the fertile layer of 
soil and the development of erosion, salinization, 
swamping, and other processes reducing the fer- 
tility of soil, including the soil in adjacent territo- 
ries, or if they are being conducted in accordance 
with project plans for which no environmental 
impact studies were ordered or for which the 
impact reports were negative; 


d) submit proposals to the local administration on the 
complete or partial confiscation (or redemption) of 
parcels of land in the cases envisaged in land laws; 


compile reports of violations of land laws and 
submit them for consideration to the appropriate 
commissions for the institution of administrative 
proceedings against the guilty parties or make judg- 
ments on cases of violations of land laws autono- 
mously, within the limits of the fines established by 
law, if the fine is not in excess of five times the 
minimum wage in the case of citizens, 10 times the 
minimum salary in the case of officials, and 20 
times the minimum salary in the case of juridical 
persons. Officials of the Russian Federation State 
Committee for Sanitary-Epidemiological Oversight 
and agencies and institutions of the Russian Feder- 
ation State Sanitary and Epidemiological Service 
will make judgments on cases of violations of land 
laws according to the procedure established in the 
Law of the RSFSR “On the Sanitary and Epidemi- 
ological Well-Being of the Population”; 


~" 


e 


f) be granted unimpeded access to enterprises, organi- 
zations, and institutions upon the presentation of 
official credentials and inspect parcels of land under 
private ownership, proprietorship, use, and lease 
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and parcels of land occupied by military, defense, 
and other specialized facilities—with a view to the 
official rules of access to them; 


g) issue binding orders to enterprises, organizations, 
institutions, and citizens for the protection of land 
and the elimination of violations of land laws; 


h) obtain duly approved statistical reports on the state 
of land resources from ministries and departments; 


i) enlist the aid of specialists through official channels 
for inspections of land resources, environmental 
impact studies, and verifications of compliance 
with land protection orders; 


~~ 


suspend the implementation of unlawful decisions 
to confiscate or allocate parcels of land until pro- 
tests have been processed by the appropriate agen- 
cies (the superior agency of the executive branch of 
government, the court, or the arbitration board); 


j 


. 


ae 


issue binding orders to the appropriate finance and 
credit agencies for the termination of financing (or 
credit) for construction projects, the operation of 
facilities, and other activities following their sus- 
pension and in the absence of documents certifying 
land rights. 


The chief state inspector of land use and protection in 
the Russian Federation and his deputies and the state 
inspectors of land use and protection and their depu- 
ties will also be empowered to monitor auctions, 
competitive bidding sessions, purchase and sale trans- 
actions, gifts, exchanges, mortgages, and leases of 
parcels of land and other operations with land and 
propose the official invalidation of operations con- 
ducted in violation of existing laws. 


The inspectors of land use and protection will exercise 
the rights of state inspectors of land use and protection 
in clauses “e” (with the exception of the right to make 
judgments on cases of violations of land laws autono- 
mously), “f,” and “i” of this subsection. 


Officials and physical persons preventing the exercise 
of state oversight of the condition, protection, and use 
of land with acts of violence or threats of violence 
against the officials of agencies specifically authorized 
to exercise state oversight of land use and protection 
will be held legally liable. 


Agencies of the Russian Federation Ministry of 
Internal Affairs will assist the officials of agencies 
specifically authorized to exercise state oversight of 
land use and protection within their jurisdiction. 


Officials exercising state oversight of land use and 
protection will be responsible for the timely institution 
of measures against violators of land laws and for the 
objectivity of inspection reports. 


Losses incurred by land titleholders, land owners, land 
users, and land leaseholders as a result of the unlawful 
actions of officials exercising state oversight of land 
use and protection will be recovered according to the 
procedure established by law. 
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Complaints about the actions of officials exercising 
state oversight of land use and protection will be 
submitted to a superior official or to a court. 


The chief state inspector of land use and protection in 
the Russian Federation and his deputies, state inspec- 
tors of land use and protection and their deputies, and 
inspectors of land use and protection will be allowed to 
carry firearms in the performance of their official 
duties. 


Agencies of the executive branch of government of 
members of the Russian Federation may establish 
guarantees of social protection for the officials exer- 
cising state oversight of land use and protection. 


. The Russian Federation Committee on Land 


Resources and Land Management and other agencies 
exercising state oversight of land use and protection 
will compile an annual report on the oversight of land 
use and protection. 


= Procedure ior 'mposing Fines for Violations of Land 
ws 


12. 


13. 


Agencies of the Russian Federation Committee on 
Land Resources and Land Management, the Russian 
Federation Ministry of Environmental Protection and 
Natural Resources, the Russian Federation State 
Committee on Questions of Architecture and Con- 
struction, the Russian Federation State Committee for 
Sanitary-Epidemiological Oversight, and agencies and 
institutions of the Russian Federation State Sanitary 
and Epidemiological Service will impose fines for 
violations of land laws in administrative proceedings 
within their jurisdiction within two months of the date 
the violation was discovered, and within two months 
of the date the violation was committed in some cases. 


Agencies of the Russian Federation Committee on 
Land Resources and Land Management will impose 
fines for the following: 


—the unauthorized occupation of parcels of land and 
the unlawful actions of officials and juridical per- 
sons leading to the unauthorized occupation of land; 


—the inefficient use of agricultural land and the 
failure to carry out obligatory measures for the 
improvement of land, the protection of soil from 
wind and water erosion, and the prevention of other 
processes causing the deterioration of soil; 


—the use of land resources for other than their stated 
purpose and the use of methods damaging the land; 


—the systematic nonpayment of land fees; 

—littering and the deterioration and destruction of top 
soil; 

—the violation of deadlines for the return of tempo- 
rarily occupied land and the nonfulfillment of obli- 


gations to restore the land to the condition suitable 
for its designated purpose; 


—the design, location, construction, and start-up of 
facilities with an adverse effect on the quality of 
land; 
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—the falsification of data on the quality and use of 
land; 


—the violation of deadlines for the consideration of 
requests (or claims) by citizens for parcels of land 
and the concealment of information about the exist- 
ence of available land; 


—the destruction of survey marks; 


—the failure to comply, or the late compliance, with 
orders from the officials of agencies exercising state 
oversight of land use and protection for the elimi- 
nation of violations of land laws. 


Agencies of the Russian Federation Ministry of Envi- 
ronmental Protection and Natural Resources will 
impose fines for the following: 


—the unauthorized occupation of land designated for 
environmental, nature sanctuary, therapeutic, and 
recreational purposes; 


—littering; 


—the pollution of land with chemical (or toxic) and 
radioactive substances, production waste, and 
sewage; 


—the deterioration and destruction of top soil, the 
inefficient use of agricultural land, the failure to 
carry out obligatory measures to improve the land 
and protect the soil from wind and water erosion 
and to prevent other processes causing the deterio- 
ration of soil; 


—the nonfulfillment of obligations to return tempo- 
rarily used land to the condition suitable for its 
designated purpose; 


—the design, location, construction, and start-up of 
facilities with an adverse effect on the ecological 
state of the land; 


—unlawful actions by officials and juridical persons 
leading to the unauthorized occupation of land 
designated for environmental, nature sanctuary, 
therapeutic, and recreational purposes, and viola- 
tions of the official rules governing the use of these 
areas and other areas with special conditions of use; 


—the failure to comply, or the late compliance, with 
orders from officials of the ministry and its local 
agencies for the elimination of violations of land 
laws. 


Agencies of the Russian Federation State Committee 
on Questions of Architecture and Construction will 
impose fines for the following: 


—the unauthorized occupation of parcels of land and 
the unlawful actions of officials leading to the unau- 
thorized occupation of land in cities and other 
populated communities; 


—unauthorized construction; 
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—the use of parcels of land for other than their 
designated purpose and the violation of the specifi- 
cations of urban development documents in the 
allocation of land; 


—the design, location, construction, and start-up of 
facilities with an adverse effect on the state of land 
resources; 


—the failure to comply, or the late compliance, with 
orders from the officials of the committee and its 
local agencies for the elimination of violations of 
land laws; 


—the violation of deadlines for the consideration of 
requests (or claims) from citizens for parcels of land 
in cities and other populated communities. 


. The Russian Federation State Committee for Sani- 


tary-Epidemiological Oversight and the agencies and 
institutions of the Russian Federation State Sanitary 
and Epidemiological Service will impose fines for the 
following: 


—unauthorized construction in the event of violations 
of sanitary and epidemiological rules and standards 
of soil protection; 


—the design, construction, and start-up of facilities 
with an adverse effect on the state of land resources; 


—the pollution of land with chemical (or toxic) and 
radioactive substances and its contamination with 
the pathogens of bacterial, parasitic, and infectious 
diseases; 


—the failure to comply, or the late compliance, with 
orders from officials of the committee and of the 
agencies and institutions of the Russian Federation 
State Sanitary and Epidemiological Service for the 
elimination of violations of land laws. 


. Cases of the commission of the violations listed in 


subsections | 2-16 of this statute will be investigated by 
the commissions of agencies specifically authorized to 
exercise oversight in accordance with laws on admin- 
istrative violations and by state inspectors of land use 
and protection and the officials of these agencies 
within their jurisdiction, as stipulated in clause “e” of 
Subsection 10 of this statute. 


. Fines imposed for violations of land laws will be paid 


to the following: 


—agencies of the Russian Federation Committee on 
Land Resources and Land Management for the 
formation of the special monetary funds of commit- 
tees of land resources and land management in 
accordance with Edict No 2162 of the President of 
the Russian Federation of 16 December 1993 “On 
Stricter State Oversight of Land Use and Protection 
During the Institution of Land Reform”; 


—agencies of the Russian Federation Ministry of 
Environmental Protection and Natural Resources, 
the Russian Federation State Committee for Sani- 
tary-Epidemiological Oversight, and agencies and 
institutions of the Russian Federation State Sanitary 
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and Epidemiological Service in accordance with the 
laws of the RSFSR “‘On Environmental Protection” 
and “On the Sanitary and Epidemiological Well- 
Being of the Population” for the formation of extra- 
budgetary ecological funds; 


—agencies of the Russian Federation State Committee 
on Questions of Architecture and Construction for 
deposit in their budgets. 


If the fine is not paid within 15 days, the collection of 
money in the amount of the fine from juridical persons 
(with the exception of foreign and international orga- 
nizations) held liable for violations of land laws will be 
conducted without recourse to the courts on the basis 
of the judgments of officials or commissions of agen- 
cies specifically authorized to exercise state oversight 
of land use and protection. 


The collection of money from foreign and interna- 
tional organizations, unincorporated entrepreneurs, 
officials, and citizens will be conducted on the basis of 
the decision of an arbitration board or court. 


19. The Russian Federation Committee on Land 
Resources and Land Management, Russian Federa- 
tion Ministry of Environmental Protection and Nat- 
ural Resources, Russian Federation State Committee 
for Sanitary-Epidemiological Oversight, and Russian 
Federation State Committee on Questions of Archi- 
tecture and Construction will issue instructions and 
provide explanations of the procedure for exercising 
state oversight of land use and protection and approve 
the format of the credentials of the state inspector of 
land use and protection and other documents required 
in the exercise of state oversight of land use and 
protection. 


Yeltsin’s Edict on Citizens’ Labor Rights Viewed 


944E0615A Moscow KOMMERSANT-DAILY 
in Russian 12 Mar 94 p 2 


[Article by Viktor Ivanov: “The President Has Come to 
the Defense of Hired Labor. The Authorities Are Working 
on the Timely Payment of Wages”’] 


[Text] For the first time, the state has proclaimed its 
intention strictly to control the timeliness of the payment of 
wages at all enterprises, including private. This was done 
through Boris Yeltsin’s edict “On Penalties for Violations 
of the Labor Rights of Citizens,” of which the official 
distribution began yesterday. However, the real significance 
of the edict is political rather than economic. 


The main thrust of the edict is quite simple: The president 
instructs the procuracy to step up the oversight of compli- 
ance with the legislation of the Russian Federation on 
labor and collective contracts and agreements by enter- 
prises, offices, and organizations regardless of the form of 
ownership and departmental affiliation, “paying special 
attention to the prevention of instances of delays in the 
payment of wages.” Therefore, the state has officially 
proclaimed for the first time its intention strictly to control 
the timeliness of the payment of wages at enterprises with 
all forms of ownership. 
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Technically, such steps by the authorities may have certain 
significance for entrepreneurs. Since the right of the 
employees to receive wages at the times specified in 
advance is mainly set forth in collective contracts, 
employers at both state and private enterprises may be 
accused of violating these contracts in the event that the 
payments are delayed. Pursuant to the law “On Collective 
Contracts and Agreements,” which was passed in March 
1992, individuals representing the employer who are guilty 
of violating and failing to honor obligations under collec- 
tive contracts shall be liable to fines in an amount of up to 
100 times the size of the minimum wage assessed by 
courts. However, no actual stricter control by the author- 
ities should be expected in this sphere, given the tradi- 
tional high case loads of the Russian procuracy and courts, 
as well as the purely technical difficulties involved in the 
continuous monitoring of a large number of enterprises. 
Nonetheless, in individual cases enterprises may, of 
course, run into problems. For example, a technical delay 
in financing for many city enterprises may occur in con- 
junction with the redistribution of the budgetary accounts 
of the city among authorized banks by a recent decree of 
the government of Moscow. In view of friction between the 
federal authorities and those of Moscow, this may very 
well be used as a pretext to accuse these enterprises of 
delaying the payment of wages. 


Under the specific Russian conditions, the significance of 
the edict on the whole is political rather than economic. In 
this manner, the authorities have simply pointed up yet 
again their intention to win the broadest possible support 
from the population, having selected the problem of delays 
in the payment of wages precisely because it is virtually the 
easiest to understand for Russian citizens from ameng all 
other economic problems. It is quite safe to say that the 
new edict is one of the steps calculated to make popular a 
new slogan of the authorities—the idea of reinforcing the 
statehood of Russia: A quite significant proportion of the 
population still views the state primarily as the direct or 
indirect employer and guarantor of incomes. This is not 
the least important reason why the government has 
demonstratively dissociated itself from the practice of 
delaying the payment of wages to the employees of units 
financed from the budget as a peculiar method of financial 
stabilization. It is noteworthy that precisely on the eve of 
the signing of the edict, the presidium of the government 
ultimately approved a draft of the programmatic decree 
“On the Standing of the Russian Economy and Prospects 
for Its Development in 1994.” The decision to fully pay the 
debt of the budget to enterprises in the sphere financed 
from the budget in March 1994 is one of the focal points of 
the decree. This is quite a serious step, given that according 
to some estimates, such debt comes to 1.9 trillion rubles, 
and may only be eliminated within a short period of time 
through additional emission. 


[Begin boxed item] 
Key Provisions of the Presidential Edict 


—the procuracy is instructed to step up the oversight of 
compliance with legislation on labor and collective 
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contracts by enterprises with all forms of ownership, 
checking out each instance of delays in the payment of 
wages; 


—it is recommended that the courts pay special attention 
to the review of cases involving violations of the legis- 
lation of the Russian Federation on labor and collective 
contracts and agreements; 


—the Government of the Russian Federation is instructed 
to prepare, within one month, proposals for making 
amendments and additions to criminal and administra- 
tive legislation in effect that provide for greater and 
more specific penalties for the violations of legislation 
on labor and collective contracts, and to submit them to 
the State Duma of the Federal Assembly. [End boxed 
item] 


‘Labor Market’ Statistical Report on Level of 
Unemployment 


944E0642A Moscow NEZAVISIMAYA GAZETA 
in Russian 24 Mar 94 p 4 


[Report from the Information Service of the Federal 
Employment Service under the rubric “Labor Market”: 
“There Are Already About a Million Unemployed: 
633,000 People Receive Benefits”’] 


[Text] As of | March 1994, the State Employment Service 
had registered 1.2665 million citizens not engaged in labor 
activity, including 989,500 unemployed persons. During 
February the number of citizens not working increased by 
101,900 people as compared to the previous month, while 
the corresponding figure for unemployed was 95,700 


people. 


Citizens released from enterprises, organizations, and 
institutions make up 25.8 percent of the total number of 
nonworking people. 


In February 1994, the State Employment Service offered 
62,800 Russian residents work. Work was offered to 24 
percent of the job-seekers within 10 days of the moment 
they applied to the employment service. Unemployed 
citizens constitute 67 percent of those who were placed in 
jobs. 


In February 1994, 16,500 Russian residents took part in 
paid public works, and that is 2.8 times more than in the 
same period in 1993. 


In February 1994, the State Employment Service offered 
62,600 citizens the opportunity to acquire a new occupa- 
tion (specialization); that is 2.2 times more than in Feb- 
ruary last year. 


In February 1994, 9,000 unemployed people had the right 
to go on pension ahead of schedule. 


As of | March 1994, the State Employment Service had 
information on 274,900 job vacancies; of those 83 percent 
were for ordinary workers and 17 percent were for white- 
collar workers. The number of job vacancies declined by 
2.8 percent during February 1994. 


Unemployment benefits were paid to 633,000 citizens in 
February 1994. 
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Rate of Increase in Unemployment (in percentages) 
1S © OC3 Poccun, 1994 
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Change in the Level of Unemployment and Job Vacancies (in thousands of people) 
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Changes in Numbers of People Not Working and Unemployed (in thousands of people) 
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10. 1 October; 11. 1 November; 12. 1 December; 13. People Not Working; 14. Including Unemployed People; 15. 


Copyright: Federal Employment Service of Russia, 1994 





‘Secret’ Concept of Pension Development 
Examined 


944E0629A Moscow TRUD in Russian 26 Mar 94 
Saturday Edition pp 1-2 


[Article by TRUD political commentator Vitaliy Golo- 
vachev: “The Bomb for Pensioners—the ‘Secret’ Concept 
of the Ministry of Social Security, the Ministry of Labor, 
and the Pension Fund”] 


[Text] I tried for 3 days to obtain this document. Three 
deputy ministers and a dozen officials of a little lower rank 
had worked it out, but I was unable to obtain the 20 or 30 
pages of typewritten text. Most surprising of all was the 
fact that this does not concern the latest weapon, where 
secrecy would have been entirely appropriate, but just...“A 
Concept for Reforming the Pension System in the Russian 
Federation.” As far as I know, the document bore no 
security classification, but the high ministry officials, as if 
they were partisans being interrogated, kept the secret 
paper to themselves, fearing to let it out of their hands. 


L. Bezlepkina, the first deputy minister of social security, 
adopted an inflexible position right away: 


“The ‘Concept’ is still being worked on, in ‘raw form,’ so to 
speak, and it will be refined and improved. For this reason, 
I cannot give you the text. When the government approves 
the ‘Concept,’ then please...” 


“But after all, Lyudmila Fedorovna, journalists were 
invited to the collegium of the Ministry of Social Security 
where this ‘Concept’ was being discussed. Does this mean 
we can hear the discussion but not read the document?” 


“Yes, it was possible to listen, but not to read...” 


Yu. Lyublin, the deputy chairman of the Pension Fund, 
also categorically refused my request. 


Deputy Minister of Labor V. Yanvarev showed the ill- 
fated text in his hands from a distance, rapidly turning the 
pages, but he gave a decisive “no” to my request to read it. 


“First of all, this is official material,” Yanvarev told me. 
“Secondly, we are making extensive changes in it at the 
Ministry of Labor now. Thirdly, this is not our material at 
all, and fourthly, we do not agree with a great deal here...” 


Yanvarev laid the typewritten pages on his desk and 
carefully covered them with other papers—it does not 
matter that I have good vision and I could read some- 
thing... 


Just what kind of a secret are the high ministry officials 
guarding from a journalist, and hence from readers—from 
Russians? What is the secret “bomb” hidden in these 
papers, which no outsider can be allowed to even come 
close to? Ultimately, matters related to pensions concern 
tens of millions of citizens, and even working documents 
and the course of the discussions themselves are of great 
interest to all citizens. Previously, any decisions affecting 
the people were prepared in secret, behind double doors 
and thick walls. Perhaps the ministry officials of today 
long for those days? 


However, I obtained the “supersecret” document anyway, 
though illegally, and I gave my word that I would not say 
who passed it to me. And after reading the concept, I 
surmised why Yanvarev, Bezlepkina, Lyublin, and the 
other officials charged with looking after the people’s 
welfare refused so persistently to give out this material. 
There are really “bombs”’ in it! 


Here is one of them relating to pension age. At the 
beginning of this section of the “Concept,” it is correctly 
pointed out that the rise in unemployment in the transition 
to a market economy requires that pension age be lowered 
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so that the older groups vacate the work places for younger 
employees. In emphasizing this correct thesis, the “Con- 
cept” authors (employees of the Ministry of Social Secu- 
rity, Ministry of Labor, the Pension Fund, and others) put 
the principal accent on another idea—the need to increase 
the age at which employees have the right to be pensioned. 


These are the arguments here: the population is getting 
older and the proportion of pensioners is increasing, 
thereby increasing the “load” on those who are working. 
We have less than two workers for each pensioner at 
present. For this reason, they say, it is very difficult to 
provide for an adequate level of pensions for those who 
really cannot work. 


Hence the conclusion: subsequently, to the extent that the 
economy and the labor market is stabilized, we can shift to 
a higher pension age, first increasing it by 2 to 3 years, and 
later on setting 65 years for men and 60 for women. At the 
same time, it is proposed that the principle of “flexible” 
age, that is, the opportunity to receive an early pension of 
a lesser amount, be adopted. 


The section ends like this: “According to preliminary 
estimates, taking demographic forecasts into account (that 
is, the increase in pension age—V.G.), it may be imple- 
mented after the year 2000. However, the preparation for 
this step should be begun now.” But why “now?” Will 
tomorrow really be too late? 


I would like to ask the authors of this version of the 
“Concept” whether they know the average life expectancy 
in Russia now. According to preliminary estimates, it is 
less than 60 for men (it was 64 in 1990). In other words, the 
life expectancy of representatives of “the stronger sex” is 
declining rapidly. And this is obvious from the obituary 
notices without scientific research: they often die at 56, 54, 
or 58... The Goskomstat [State Committee for Statistics] 
points out that the mortality rate of citizens of working age 
is increasing at a faster rate. Today 30 percent of those who 
have died did not reach pension age. And under these 
conditions, raising the question of increasing pension age 
in the not-too-distant future (the year 2000 is 5 years away) 
is intolerable and immoral. Even according to the most 
optimistic forecasts, our economy will have to deal with a 
large number of problems in the next 5 to 10 years. There 
are no grounds to assume that life expectancy will increase. 
And under these conditions, raising the pension age is not 
simply wrong, it can lead to serious social conflicts. 


Well, don’t our “protectors of the people’s interests” 
understand this? I think they understand; otherwise, they 
would not have made this document so “secret.” But why 
did they do it if they understand this? In order to save 
some crumbs for a future budget at the cost of those who 
die before reaching pension age? You cannot say this is a 
“humane” approach. I was very ashamed to read this 
“Concept.” Incidentally, it was obviously not by chance 
that they “forgot” to involve specialists from the FITUR 
[Russian Federation of Independent trade Unions] in the 
work. In the meantime, I have a counter-question: why are 
the trade unions themselves sleeping? 


At the Ministry of Social Security collegium where they 
discussed the document, officials from the Ministry of 
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Labor sharply criticized many provisions of the “Con- 
cept.” It is now being reworked. Will the prosposals to 
increase the pension age remain in the new version? 
Deputy Minister of Labor V. Yanvarev, who would not 
give me the notorious document, chose his words carefully, 
saying that in his opinion, “there are no grounds to raise 
the question of revising the pension age in the near future.” 
But this is the opinion of just one deputy minister. Let us 
see what appears in the second version. Incidentally, 
Yanvarev promised to send this new document to the 
editorial staff. Unless he has second thoughts, of course. 


Tax Police Department Director on Objectives of 
Newly Created Service 


944E0650A Moscow ROSSIYA in Russian 
No 11, 23-29 Mar 94 p 5 


[Article by Tax Police Department Director Sergey 
Almazov: “As You Get Rich, Look Around at the Law”} 


[Text] Relatively recently, a new structure appeared in the 


‘system of organs of executive power, the Russian Federation 


Tax Police Department. The department's director, Sergey 
Almazov, talks about how it came to be and the problems 
connected with this phase. 


In creating the tax police, the experience of many foreign 
countries, where analogous services have existed for a long 
time and have proven their necessity by the results of their 
work, was taken into account. 


The appearance of an analogous service here is neither a 
tribute to fashion nor a copying of Western models. With 
the appearance of free enterprise in Russia, the old system 
of taxation proved incapable of ensuring the stable fulfill- 
ment of the state budget. Therefore, in 1991, a new 
structure was created, the State Tax Service (GNS). Life 
has shown, however, that this mechanism for imple- 
menting tax legislation requires strengthening. The 
problem is that the Russian market has attracted not only 
law-abiding citizens. It has been inundated by criminal 
capital, and an entire shadow business industry has begun 
to form. Not only are they beyond the reach of taxation; 
this capital nourishes the criminal world and fans infla- 
tionary processes. 


For the tax inspector (these are civilians, most of them 
women, moreover), incursion into this sphere has become 
a risky and frequently dangerous affair. After all, even at 
the office of some seemingly respectable firm, an armed 
guard might unceremoniously escort them out. 


The only way to force people to respect the law and to 
ensure its unswerving implementation by all is by relying 
on a special force structure that possesses the authority of 
a law-keeping organ. Such a service in the tax system was 
in fact created by the Russian president’s edict of 18 
March 1992. The service’s official title is “Chief Admin- 
istration for Tax Investigations Under the State Tax Ser- 
vice of the Russian Federation.” As of July 1993, the 
lawful heir to the Main Administration for Tax Investiga- 
tions became the Tax Police Department. 


Last year alone, we, in conjunction with the GNS, uncov- 
ered and cut off more than 32,000 violations of tax 
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legislation. Brought to light were more than 1000 enter- 
prises and organizations that were not registered with the 
state tax inspectorates. Naturally, they were not contem- 
plating paying taxes. 


As a rule, the tax police are involved in the sphere of 
criminal business, deals connected with concealing income 
in major and grand proportions. That is, if I can express 
myself this way, we are talking about the below-water part 
of the iceberg. Again in 1993, 617 criminal cases were 
opened. By the end of January of this year, about 60 of 
them had already bee: heard by the courts and punish- 
ment imposed on the guiity. 


By law, we are obiigated to ensure the safety of the 
activities of siate tax inspectorates and to protect their 
associates from illegal infringements during the execution 
of their official duties. In the past year in Russia, 128 
instances of violent and other illegal actions against asso- 
ciates of the tax organs were recorded. There have been 
incidents of arson and shootings at buildings in which tax 
inspectorates are located. 


Physical protection subdivisions of the tax police have 
been created in order to resolve this problem in the 
structure of federal organs. These also provide security for 
those same buildings of the tax inspectorates. 


In the United States, the tax inspection service has been 
given authority that would amaze some of our champions 
of human rights. After all, those suspected of concealing 
income are open to secret surveillance, wiretapping, and 
the opening and inspection of correspondence. In the event 
of nonpayment of taxes here, we can seize the bank 
account of the defaulter, confiscate an automobile or other 
private property, shut down an enterprise, and deprive the 
representative of a free profession of his private practice. 
When necessary, the services of paid informants are used, 
and colleagues are being introduced into structures with 
criminal capital. 


Every year, the American tax inspection services create 
hundreds of dummy corporations through which they are 
able to uncover concealed forms of business. And all this is 
provided for by law. 


The ordinary American would rather sleep peacefully than 
deal with the tax organs. Nor is it wise to: just for 
incorrectly filling out a declaration one is subject to a fine 
of up to $1000, and intentional reduction of income is 
punishable by a fine of $5000 or a prison term of up to five 
years. Moreover, the principle of the presumption of 
innocence seems not to exist: the tax inspector does not 
have to prove the guilt of the suspect. According to U.S. 
laws, the taxpayer himself is obliged upon request by the 
tax organs to submit documents proving the legality of the 
source of his income. 


In Russia as yet there are quite a few people among whom 
a different psychology reigns: get rich quick. Even seem- 
ingly very proper people who in the past were not com- 
pletely certain of tomorrow are rushing to grab everything 
they can today and often act without looking around at the 
law. By no means am | inclined to see a potential criminal 
in everyone; moreover I agree that our tax legislation is not 
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yet complete. However, if we really do want to make the 
transition to a rule-of-law state, effective laws must be 
implemented rigorously. 


In the last year, the additional sums resulting from audits 
carried out in conjunction with the GNS totaled about 
R600 billion, more than $120 million, and millions of 
German marks, French francs, and other currencies. 


Unfortunately, manifesting themselves more and more 
distinctly in society today are interests whose very exist- 
ence represents a serious threat to the tax police. Attempts 
are being made to inculcate in public consciousness an 
image of the tax police as yet another structure of force, 
supposedly capable of inhibiting the formation in Russia 
of a class of property owners, the assertion of the spirit of 
free enterprise, and the speedy rise, on this basis, of the 
Russian economy. For this reason, it represents an extra, 
unnecessary link. 


I assure you, though, it is unnecessary only for those who, 
while declaring their devotion to the principles of free 
enterprise and a rule-of-law state, are in fact employing 
unjust means for enrichment, including concealment of 
income from taxation. 


Many representatives of business and entrepreneurial cir- 
cles who are concerned not only about their own pocket 
but about Russia’s rebirth note with alarm that billions are 
draining away abroad today and settling in foreign bank 
accounts. 


Taxation Police Official on Legislation 


944E0627A Moscow NEZAVISIMAYA GAZETA 
in Russian 23 Mar 94 pp 1-2 


{Interview with tax police Colonel Vladimir Avdiyskiy, 
Chief of the Control-Audit Administration of the Depart- 
ment of the Tax Police of the Russian Federation, by 
Sergey Ivanov; place and date not given: “Do Not Forget 
To Declare Your Incomes. Citizens of Russia Will Begin 
To Be Checked for Honesty”’] 


[Text] Another item has been added to the spring concerns 
of our compatriots—by 1 April 1994, according to the law, it 
is necessary to submit a declaration of income to the local 
tax inspectorate. Many people are still regarding this mea- 
sure as extraordinary. Therefore, NEZAVISIMAYA 
GAZETA asked Tax Police Colonel Viadimir Avdiyskiy, 
chief of the Control-Audit Administration of the Depart- 
ment of the Tax Police of the Russian Federation, to provide 
several clarifications. 


[Avdiyskiy] There is nothing extraordinary here. More- 
over, declaring income began back in 1993. New mecha- 
nisms for implementing Russian tax legislation are being 
put to work in a planned way. What is now new to 
Russians has long been commonplace in countries with a 
developed market economy. For instance, for citizens of 
the United States, declaring incomes is nothing more than 
an episode in their intense, event-filled life. 


[Ivanov] But Russia is not America. We have many people 
who consider it their duty to evade the law, to find 
loopholes in it. 
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[Avdiyskiy} So making citizens of Russia declare their 
incomes will contribute to closing up these loopholes. This 
is being done in keeping with the law of the Russian 
Federation “On Individual Income Tax” of 7 December 
1991. The essence of the problem is this. In the system of 
market relations the possibilities for Russian citizens to 
acquire income have increased sharply. Today it is not 
prohibited to combine jobs, engage in free entrepreneur- 
ship, or obtain dividends by investing money in one 
enterprise or another. Therefore, it was decided to switch 
to a practice of taxing the aggregate annual income. The 
point of the declaration is extremely simple: each year the 
taxpayer must report his income to the state and, taking 
the amount into account, make the corresponding pay- 
ments into the budget. 


[Ivanov] Does this pertain to all or only to certain catego- 
ries of citizens? 


[Avdiyskiy] The declaration is mandatory for those whose 
aggregate taxable income during 1993 exceeded 3 million 
rubles [R]. True, there are exceptions here. For example, 
citizens whose incomes involve only their main job are 
released from filing tax declarations even if their aggregate 
annual income has exceeded R3 million. But citizens 
registered as entrepreneurs must submit a declaration 
regardless of the amount of income they received. All the 
fine points and details that interest the taxpayers can be 
explained at the local state tax inspectorates. 


As for the tax police, as a law enforcement organ, it mainly 
works with those who conceal from taxation incomes in 
large and especially large amounts. 


[Ivanov] Incidentally, what is the difference between 
“large” and “especially large’? 


[Avdiyskiy] According to criminal legislation in effect 
(Article 162-2 of the Criminal Code of the Russian Feder- 
ation), concealing especially large amounts is when there is 
concealment of income or other objects of taxation on 
which the tax exceeds 1,000 (one thousand) times the 
minimum wage. And large amounts of concealment are 
when this indicator exceeds 50 (fifty) times the minimum 
wage. 


It is no longer billions but even trillions of rubles that 
bypass the state treasury. In 1993, for example, according 
to the budget, the income should have been R23 trillion- 
R25 trillion, but it actually amounted to R17 trillion. You 
can consider that whatever was due to the state settled out 
into private pockets. And a very great deal depends on 
this—whether or not wages will be paid promptly to 
workers of the state budget-financed sphere, stipends to 
disabled persons, pensions for elderly people, stipends for 
students, whether or not the government will be able to 
mobilize financial resources for fighting inflation, crisis 
pheromena in the economy, and so forth. Looking at the 
large picture, we are speaking about the very fate of the 
reforms that have been started and economic and social 
Stability in society. 


And therefore, ensuring unwavering observance of tax 
legislation is among the priority tasks. 
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Declaring income will be, if you will, a kind of test of 
honesty of many thousands of Russians and will give tax 
organs additional opportunities to figure out who is who. 
For today, in addition to honest entrepreneurs, there are 
many who steal billions, build villas or even entire palaces 
for themselves, buy up real estate, and submit to the tax 
inspector an official notice that they received wages corre- 
sponding to the wages of a teacher or a nurse. Such 
individuals will undoubtedly have to deal with the tax 
police, and they will have to give explanations of the origin 
of their income and make reimbursement to the state for 
damages caused, counting fines, and possibly they will also 
be held responsible in keeping with Article 162 of the 
Criminal Code of the Russian Federation. 


[Ivanov] And how much can they be fined for such 
machinations? 


[| Avdiyskiy] Concealment of large amounts is punishable 
by a fine in an amount of up to 350 times the minimum 
wage. And concealment of especially large amounts is 
punishable by incarceration for a period of up to five years 


‘with or without confiscation of property or a fine in the 


amount of from 300 to 500 times the minimum wage. 


[Ivanov] Harsh. But what if, say, I have not filled out the 
tax declaration by | April? 


| Avdiyskiy] That option, as they say, will cost more. If you 
fail to submit a declaration or submit it late, you can be 
fined 10 percent of the amount due for payment. More- 
over, for each day of delay in paying the income tax there 
was a penalty of 0.3 percent last year, and this year it will 
be 0.7 percent. Plus there is the administrative fine. 


In general here one should mention Article 163 of the 
Criminal Code of the Russian Federation. It says: “Failure 
to appear at the organs of the State Tax Service to submit 
explanations or refusal to submit explanations concerning 
sources of income (profit) and their actual amount, and 
also failure to submit documents and other information 
concerning the activity of the economic entity at the 
request of the State Tax Service shall be punished by a fine 
in an amount of from 100 to 150 times the minimum wage, 
set by legislation.” 


[Ivanov] Declaration of income, like any report, presup- 
poses documentary confirmation of expenditures and 
incomes. What does the taxpayer need for this? 


[ Avdiyskiy] This is an extremely significant point. A waiter 
in the United States, for example, must even indicate the 
total tips he has received. Receipts, credit slips that have 
gone through the bank, personal checks, and other docu- 
ments are saved like treasures there. An American will 
never throw away a check on which the amount paid for an 
apartment, summer house, or motor vehicle is registered, 
documents confirming the right to inherit property, the 
receipt of credit, etc. The Russian taxpayer has to get used 
to this too. It is necessary not only to document your 
income but also the sums of taxes paid throughout the 
year. For this, whether you like it or not, you have to be 
your own bookkeeper—keep track of your receipts and 
large expenditures, since “forgetfulness” is no excuse when 
determining liability for concealing income. 
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[Ivanov] Why is the deadline set at | April and not, say, | 
March? 


[Avdiyskiy] The law gives the taxpayer three months to 
gather the necessary documents and determine how much 
income has been received during the year. Although there 
is no single criterion here. Different deadlines have been 
set in other countries. The American taxpayer, for 
example, must submit a tax declaration by 15 April of the 
following year. In Sweden the deadline for submitting it is 
15 February. 


[Ivanov] And will the tax organs be able to handle the 
avalanche of declarations? Even without this, one has to 
stand in line for hours waiting for a tax inspector. 


{Avdiyskiy] There is a problem here, and an extremely 
serious one. The State Tax Service and we, the Tax Police, 
are experiencing a critical need for a modern computer 
base, a unified information system that will encompass the 
whole country. 


[Ivanov] Do you not see a danger that a good cause could 
be discredited by the willfulness of unscrupulous tax 
bureaucrats? 


[Avdiyskiy] If such cases occur, the taxpayer will always 
have the right to appeal incorrect actions on the part of the 
tax Organ worker. 


Yerin on Measures To Control Crime 


94406164 Moscow MOSKOVSKAYA PRAVDA 
in Russian 17 Mar 94 p 1 


[Erik Kotlyar report on news conference given by V.F. 
Yerin, minister of internal affairs; place and date not 
given: “The Growth of Crime Can Be Stopped If All Forces 
in Society Get Involved in Fighting It, Believes V.F. Yerin, 
Minister of Internal Affairs of the Russian Federation”’} 


[Text] The minister informed journalists about this at a 
news conference, adding that a reduction in the rate of 
growth of crime last year was successfully achieved 
through collective efforts, although the exceptional role of 
the functionaries of the MVD [Ministry of Internal Affairs] 
organization and the militia cannot be diminished. In 
essence, they are waging, in peacetime, a real war on the 
escalation of violations of the law which is invisible to the 
eye of a common citizen. 


At present, the signs of crime can be seen in the increased 
number of serious crimes: murder, robbery, and criminal 
violations in the economic area. All of this is very 
alarming. The minister thinks that being better informed 
about the actions of the militia is necessary so that the faith 
of the people of Russia in the possibility of defeating the 
criminal underworld will be reinforced. To this end, law 
enforcement organs must strengthen contacts with the 
journalist corps. The examples given suggest that objective 
publications that are beneficial immediately receive prac- 
tical evaluation through the actions of MVD organs. On 
the contrary, unconscientious pen-pushers not only misin- 
form the mass reader in so-called “made-to-order” pieces 
but also clearly play into the hands of those who are on the 
wrong side of the law. Until recently the authors got away 
with such information, whereas now, in an aggravated 
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situation bordering on an emergency in terms of tension, 
special attention will be paid to such opuses. 


A report to the people of Russia that was published in the 
press is an example of open information on the operations 
of the internal affairs organs. In the opinion of V. Yerin, 
this is the continuation of a tradition started by V. Bakatin 
in his time, The excessive atmosphere of secrecy in which 
the MVD organization was continuously shrouded is alien 
in spirit to a genuine democracy. 


The minister sees hopeful prospects for rooting out the 
criminal flaws of our reality in the provisions of the 
Federal Program for Crime Control in 1994-1995, As V. 
Yerin admits, he is not particularly fond of directive 
documents; in solving practical tasks, he sees the benefit of 
primarily practical actions. However, the advantage of the 
newly developed program, and its specific distinction from 
related directives, edicts, and decrees, is that it is based on 
a set of specific endeavors which are truly capable of 
bringing an end to the exuberant bloom of evil anomalies 
in the life of our society. 


First of all, the financial support program is realistic. All 
ministries and departments participated in its develop- 
ment, and each of them is financially responsible for a 
portion. The state budget accounts for just about 2 trillion 
rubles [R], which did not make the Ministry of Finance 
tremble. In particular, the program comprehensively 
embraces measures to eliminate the obstacles into which 
the organs applying the law usually run. Consider, for 
example, illegal trafficking in weapons. The program 
requires that functionaries of the MVD organs and militia 
employees verify in detail the “biography” of each firearm 
from the fitter’s bench where it was made to the criminal 
shot fired. Since the process of inquest and subsequent 
investigation is on occasion incomplete because of the 
absence of exhaustive data on the instance of violation of 
law, the Federal Program calls for creating specialized 
bureaus for debriefing people who for various reasons are 
not capable of making an important report on their own. 
Of course, the program pays much attention to the 
methods for combating corruption and organized crime. 
However, in this instance everything will depend on laws 
which deputies at various levels will pass soon or will not 
pass for a long time to come. 


In the words of the minister, it is also important that the 
program takes into account social protection for marginal 
populations—the cadre reserve of career criminals. The 
program also has a point on support for the victims of 
criminal actions. Notably, communications between the 
militia and the population on the principle of a fire alarm 
call will finally be put in order. In general, this means 
restoring justice: After all, we remember well how prompt 
the response of the 02 service was in recent times.... It is a 
pity that we again have to restore things that operated 
without fail in the past. The minister asked journalists to 
refrain from excessive emotions—the MVD is flexing and 
will flex its muscles in the future, although this is not to say 
that these muscles can be used contrary to the law. The 
MVD is first of all an organ applying the law whose actions 
are strictly based on upholding the law. 
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There are many skilled and well-versed criminal investiga- 
tors within the organization of the MVD, although, in the 
words of V. Yerin, there has been a certain slump in their 
work. The young directorates for combating organized 
crime drew praise from the minister, whereas the former 
Department for Combating Theft of Socialist Property, 
which is currently an organ for combating economic crime, 
was rebuked for being slow to adjust to the new situation. 


A question by a correspondent from Baku concerning 
cooperation between the Russian Federation MVD and 
the law enforcement organs of nearby foreign countries 
drew a categorical response from V. Yerin: Foreigners not 
protected by diplomatic immunity incur criminal liability 
under the laws of Russia, especially when such violations 
of the law as illegal importation of drugs to the territory of 
Russia are committed. It appeared that the man from Baku 
took offense, although he should be taking offense at his 
countrymen who have turned the markets of Moscow into 
a drug market! 


The minister answered a question by the leader of the 
Pamyat Society, D. Vasilyev, on the attitude of the MVD 
toward various political groups: If it occurs to Pamyat or 
another entity of any political hue to create their own 
armed units, the MVD will immediately use all lawful 
sanctions against them. At the same time, V. Yerin agreed 
that D. Vasilyev’s remark about the inadequate cultural 
standard of the actions and professional training of indi- 
vidual militia functionaries was quite legitimate. One 
would think that D. Vasilyev’s well-meaning wish that the 
guardians of the law would behave better will be taken 
under advisement. In response to a question put by our 
newspaper—is it not high time to begin patrolling the 
streets? —the minister stated that he is prepared to take the 
harshest criticism but, in his opinion, young soldiers who 
have not seen action cannot be placed in areas where 
bullets fly. Apparently, this is a more suitable role for 
pedestrians, who have every right to defend themselves... 
Some information media were reprimanded for exagger- 
ating the role of the “Russian mafia” abroad. Information 
On opening up a direct channel for police communication 
between Russia and Germany sounded sensational. 


In his concluding remarks V. Yerin praised Mayor of 
Moscow Yu. Luzhkov for the proper interpretation of the 
tasks of the militia and the allocation of official housing 
and monetary and technical resources for the city militia. 


Well, it is possible that new times will begin in Russia, if 
everything that was mentioned at the press conference is 
indeed implemented. 


Yakovlev Interviewed on Plans for Ostankino 


944F0524A Moscow GOLOS in Russian 
No 12, 3 Apr 94 p 5 


[Interview with Ostankino General Director A. Yakovlev, 
by GOLOS correspondent A. Nadzharov: ‘‘Ostankino 
Counting Money”’] 


[Text] Three months ago, as he was coming to television, 
Aleksandr Yakovlev heard many worrisome reports about 
mercenary crimes at Ostankino. 
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{GOLOS] Were they confirmed, Aleksandr Nikolaevich? 


[Yakovlev] Not entirely. For instance, one of the cam- 
eramen, or so I had been told, wus not averse to accepting 
a “consideration” for showing the thoughtful face of a 
businessman who had placed a “private order” during, 
say, a hockey match. 


{GOLOS] Possibly. Only this is completely unpunishable, 
in my opinion. 


[Yakovlev] Correct. However, there is also the concept of 
one’s reputation. And when it develops in a certain 
manner it necessarily excludes the possibility of that kind 
of operator continuing to work in any serious institution. 


[GOLOS] Did you discover any more serious violations, 
though? 


[Yakovlev] I didn’t. At my request, however, the president 
has ordered his administration’s control commission to 
arrange a special investigation. It has just completed its 


‘work and apparently has not uncovered any truly serious 


crimes. It is true, there are some suspicions concerning the 
economic activities of Ostankino’s former deputy general 
director, Bandura, but it is still too soon to draw any 
conclusions: we recently submitted the documents that 
were gathered to the court for them to sort out. 


{[GOLOS] By the way, about criminal activity. Lately 
rumors have been going around about the president’s 
alleged ill health or about another putsch being readied. 
During Yeltsin’s vacation, your channel broadcast an 
alarming report from one of the new agencies about 
Chernomyrdin’s sudden Sunday visit to Sochi and about 
the telephones being out of order at the White House. 


[Yakovlev] That’s all nonsense, and it was pointless to put 
out an unverified report. Chernomyrdin did fly to see the 
president, but not on Sunday or on Monday, and not on 
the subject of any “coup being readied,” but to settle on 
some corrections to the budget, and certainly not because 
of how Yeltsin was feeling. I should have his health. 


[GOLOS] So, it’s like the joke about the man who didn’t 
win a car but lost, not the lottery but solitaire, and not a car 
but a hundred rubles? 


[Yakovlev] Something like that. Only I think someone is 
organizing these campaigns regularly. Previously, a special 
subdivision of Kryuchkov’s KGB did this kind of thing. 
He’s gone now, but his nasty business seems to have 
survived. 


{[GOLOS] To be honest, I was somewhat uncomfortable 
about talking with Aleksandr Nikolaevich about any crim- 
inal activity. Especially since in the final analysis none of 
us is all that interested in the TV “kitchen.”” What lacks 
does Ostankino’s director see in the activities of state 
channel No. |, and how does he plan to overcome them? 


[Yakovlev] I will say straight away that we are going to be 
airing the multi-series Mexican melodramas. No matter 
how much I dislike them, they rate very high for viewer 
interest. 
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{GOLOS] But what about our own, Russian cinema? After 
all, there are so many films made in recent years that the 
viewer has never seen! 


[Yakovlev] I agree, only the filmmakers are demanding 15 
million rubles [R] for each showing, and where is that kind 
of money to be got if the state is only paying for 30 percent 
of the state channel’s work? After all, besides paying for the 
showing, we also have to pay the Communications Min- 
istry R35 million per signal hour. No advertising money is 
enough here. In short, we and the film people have to sit 
down and count the money. Count it together. 


[GOLOS] From time to time certain shows disappear from 
the airwaves. Individual leaders drop out of sight. By what 
criteria do you determine their right to air? 


[Yakovlev] Generally speaking, I’m not involved in that. 
There are editorial offices and television associations, and 
what you're talking about is in their hands. So that I am 
not reckoned as a censor or benevolent granddad in 
television. I will say, however, that if I were one of the 
editorial directors, | would simply fire those journalists 
who are clarifying their relations in the collective through 
the press. I’m an old newspaper man myself. I started out 
on the district paper, and I have no memory, say, of our 
newspaper reporters ever complaining about their bosses 
on “Sportloto.” 


[GOLOS] Would you please say a few words about 
Ostankino’s new TV shows? 


[Yakovlev] There are lots of them. We are trying to 
emphasize the information and the nearly vanished cur- 
rent affairs programs. Meanwhile, some leaders are mad at 
me because there’s no room for moralizing within the 
framework for putting out the news. And it’s right that they 
don’t. Give the viewer the facts; he'll draw his own 
conclusions. Which, actually, by no means excludes intel- 
ligent analysis or expert commentary. This is a neglected 
area among us, unfortunately. After all, the childish kick 
given in passing to the president, who, in the opinion of the 
story’s young author, supposedly missed or overlooked 
something, cannot be considered analysis. By the way, 
about the young. It was in their milieu—I have in mind 
MGU (Moscow State University)—that a pretty good idea 
was born for a series of broadcasts on “hot topics.” 
Ostankino is starting to prepare another series on the 
provincial cities on which, as the saying goes, Russia 
stands. 


[GOLOS] But what are your personal television plans, 
Aleksandr Nikolaevich? 


[Yakovlev] I will leave Ostankino after a while. By the 
president’s edict I, speaking generally, have been 
appointed chairman of Gosteleradio (State Television and 
Radio). Channel No. | is temporary. 


This business of holding more than one job will come to an 
end, and, along with my colleagues, I will be involved in 
issuing broadcast licenses, which will go, | am certain, to 
the best programs, films, directors, and journalists. 
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Industry Officials Against Energy Organization 


944E0626A Moscow NOVOYE VREMYA in Russian 
No 11, Mar 94 pp 12-13 


[Article by Rustam Arifdzhanov: ““The Government Pro- 
poses—the National Economy Disposes; Energy: All 
against One: The General Campaign of the Branches 
against the Joint-Stock Company of the Russian Power 
Industry Is at a Standstill for the Time Being”) 


[Text] When domestic affairs are not running very 
smoothly, war is necessary as an extreme measure to pull 
out of the situation. The image of the foreign enemy, 
whether it is a person of Caucasian nationality, American 
thrice-cursed imperialism, or the Afghan mujahidin wan- 
dering from place to place in an area that is rather remote 
from the average Russian zone, temporarily unites society 
and distracts from local disorders. 


It is the same with economic battles. The VPK [military 
industrial complex] can hardly brag about important suc- 
cesses. Affairs in the fuel and energy complex are far from 
excellent. Metallurgists and machine builders are having 
difficulties. After uniting, Russian industrialists have 
mounted a campaign against the joint-stock company 
Unified Energy System of Russia [YeES]. 


February was a time of especially massive attacks. First 
Deputy Prime Minister Soskovets, a VPK favorite, 
demanded the removal of the president of YeES, and 
Minister of Fuel and Energy Shafranik proposed changing 
the structure of the joint-stock company, dividing it into 
two—the producers of energy and its suppliers to consum- 
ers—and Minister of Labor Melikyan cited the average 
wage of power engineers of 130,000 rubles [R], which 
exceeds that in other industries. 


But the reason for the beginning of combat operations was 
the steady increase in rates for electric power. The reason, 
incidentally, is rather well-thought out. It is not the power 
engineers who are increasing the rates. The Yeltsin edict 
“On the Liberalization of Prices” of 1 November 1991 
states clearly that prices were being dropped for products 
of all branches except electricity. The state retained the 
right to regulate rates in this branch. In practice, 75 
regional and one federal power commission give the “OK” 
for any change in rates for electric power. 


At the same time, the cost of a kilowatt is really increasing. 
The power industry itself is in a difficult financial position. 
Consumers owe it R3.2 trillion. The effort to eliminate the 
joint-stock company is understandable: There is a joint- 
stock company, it is necessary to pay off debts, and if there 
is no company, of course, there also are no debts. 


Price formation is a special and sore subject. Last year, 
coal prices increased by a factor of 14, gas—by a factor of 
23, and fuel oil—by a factor o. four. For this reason also 
the cost of electric power increased by a factor of 6.5. But 
even with this, our rate amounts to only 20-30 percent of 
the level of most developed countries. In the United States, 
for example, the rate for industry is about 5 cents per 
kilowatt hour, for the population—8 cents. The Russian 
price of electricity for industry vacillates from | to 2.5 
cents, and for the population on average approximately 0.3 
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cents. Thus, Russian rates are lower than world rates by a 
factor of three to four. And, very likely, it is not the fault of 
the power industry that the prices for products of Russian 
industry and agriculture reached, and in many ways 
exceeded, world prices, but there has been no success in 
stopping the drop in production. However, the idea itself 
of strict price regulation is meeting the resistance of 
consumers, especially those that are energy-intensive, such 
as metallurgy with its obsolete technologies. And, as a 
result, the size of the established subscriber payment does 
not allow the conduct of investment in the development of 
a federal power industry. But, after all, a number of krays 
and oblasts of Russia have ended up today without their 
own sources of electric power. Kaliningraders are depen- 
dent on Lithuania, Pskov residents receive their heat and 
light entirely from Estonia and Belarus, and Omsk and 
Novosibirsk rely on Kazakhstan. The northern Caucasus 1s 
generally deficient in capacity. 


The stubborn resistance of the power engineers in March 
stopped the general campaign. But this does not at all 
mean that the military operations have been stopped. It is 
simply that a respite has been declared, after which new 
summons to the branch war are possible, and pogroms, 
and fierce battles. The sides are gathering strength. 


Electric Power Sector Verges on ‘Instability’ 


944F0510A Moscow ROSSIYSKAYA GAZETA 
in Russian 30 Mar 94 p 3 


[Article by Igor Ivantsov, ITAR-TASS, special for 
ROSSIYSKAYA GAZETA, under the rubric ‘Electric 
Power Sector”: “On the Verge of Instability”) 


[Text] The stable operation of the Russian electric power 
sector has long become a customary and even mandatory 
feature of everyday life and the regular functioning of the 
economy. The sector did not forsake its main feature, 
reliability, in the past year, which was very difficult for 
power industry personnel. 


Professor Anatoliy Dyakov, the head of the new power 
company “YeES [Unified Energy System of Russia], called 
last year a peculiar test of maturity for the company. 
Having converted the enterprises of the sector to joint- 
stock operations, the new company restructured the 
system of management in the electric power sector of 
Russia while preserving in the process its main advan- 
tage—the unity of the power system. It is precisely owing 
to this that, in the environment of an economic crisis, the 
generation of electricity fell by as little as 5.5 percent last 
year. 


However, difficulties entailed by changes in the system of 
management have become secondary compared to daily 
concerns. Nonpayments by consumers of electricity have 
exceeded the 4 trillion-ruble mark and have in essence left 
the industry without the funds to develop, despite it being 
necessary for the electric power industry to commission 
8-9 million kilowatts of capacity annually in order to 
replace worn-out generators. It is fitting to recall that in 
one-half of the power stations of Russia the service life of 
the equipment has ended completely. 
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Financial difficulties were exacerbated by problems in 
supplying the thermal stations with fuel, in particular coal. 
Thus, at a number of stations in the Urals region fuel 
reserves came to just over 60 percent of the 1992 level, and 
at power stations of the Far East—just 30 percent. 


The plan for 1994 is to reduce coal production by 50-60 
million tonnes, which will primarily deal a painful blow 
specifically to the electric power sector. After all, most of 
er 600 thermal stations use coal as their primary 
uel. 


The absence or clearly inadequate reserves of fuel pose the 
threat of stoppages at quite a number of nuclear power 
stations. 


In addition to the startup of new power units at the Pskov, 
Nizhnevartovsk, St. Petersburg, and a number of power 
plants in the Far East, the plan is to partially offset the 
potential loss in electricity generation by using more 
advanced technologies for fuel combustion and better 
energy-saving measures. For example, the use of more 


‘up-to-date installations for gas combustion will make it 


possible to boost electricity production by 10-15 percent, 
with the volume of fuel used remaining the same. 


Nonetheless, Anatoliy Dyakov believes that the electric 
power sector has now approached the danger line beyond 
which its stable operation may be disrupted. A tangle of 
nonpayments and the absence of internal funds rob the 
power industry personnel of the opportunity to acquire 
even the most necessary items for repairs: metal, wire, and 
welding electrodes. In the opinion of the representatives of 
regional power associations, this year’s repair campaign is 
in jeopardy. This is fraught with the danger of consumers 
failing to receive the necessary quantities of heat and light. 


A way out of this complex situation is found in a search for 
a mechanism to eliminate consumer nonpayments. Part of 
the outline for solving this difficult problem has already 
emerged. In particular, it is proposed to switch to a system 
of bills of exchange for mutual settlements between the 
consumers and producers of electricity. A draft for using 
bank bills of exchange as payment documents has already 
been developed by the Russian joint-stock company YeES 
of Russia together with an underwriting syndicate and the 
Russian Brokerage House. A mechanism for solving the 
nonpayments problem on a broad scale may come along if 
the project is successfully carried out. 


Pros, Cons of Import Duties Viewed 
944F0510B Moscow ROSSIYSKAYA GAZETA 
in Russian 29 Mar 94 p 3 


[Article by Aleksandr Gavrilyuk under the rubric 
“Duties”: “Some Win, Some Lose”’] 


[Text] It appears that the heated debate that has recently 
begun on account of the government's adoption of increased 
customs duties on imported goods, primarily foodstuffs, has 
entered its final stage. In the opinion of the critics of the 
decree, only the president can bring this bitter controversy to 
an end. 
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What has the discussion shown? Perhaps it merely con- 
firmed the truth that, as is often the case, there are two 
sides to every problem. Judge for yourselves. 


An appeal to the president by trading enterprises, such as 
the Menatep Trading House, Eksportkhleb, Medeya, 
Eksimer, and others, says reasonably that the adoption of 
the decree imperils the very opportunity to fulfill already 
signed contracts to import foodstuffs. The contracts have 
already been paid for; they were signed on the basis of the 
price situation that existed prior to adoption of the decree. 
Payment of new customs duties may now result in bank- 
ruptcy for most of these structures. After all, tens of 
thousands of tonnes of foodstuffs are at issue. For 
example, the Menatep Trading House alone has imported 
foodstuffs worth 80 billion rubles [R] to Moscow. 


Moscow, just like St. Petersburg, is a special case. This has 
to do with the fact that, as the leaders of the capital city 
testify, imported foodstuffs take up 52 percent of the 
foodstuffs market in the city. Minister of Agriculture 
Viktor Khlystun gives even more impressive numbers: He 
maintains that the proportion of foodstuffs from abroad in 
these cities comes to 70 percent. This makes understand- 
able the concern of the mayors of these cities and Yekat- 
erinburg, where the situation is by all signs similar. Pros- 
pects of a reduced selection and rapidly soaring prices of 
foodstuffs alarm the leaders. 


After all, this is not about exotic fruits and gourmet fare 
but, for example, powdered milk for dairy plants, meat 
products, and granulated sugar for the confectionery 
industry. Last year 70,000 tonnes of dry milk alone were 
purchased for the capital city through imports. Yuriy 
Luzhkov’s anxiety 1s not without reason, that is the truth. 
Let us say that the quantity of milk and dairy products may 
diminish and, therefore, products made of milk will 
become more expensive. 


However, it is also true that, in the words of Anatoliy 
Petukhov, chairman of the Mozhayskiy joint-stock com- 
pany in the vicinity of Moscow, the herd of cows on this 
former sovkhoz has been reduced by 200 head. What is the 
reason? They do not know what to do with natural milk; 
yet the procurement price per liter of milk im Moscow was 
R158 in February, while the retail price was R450-470. 
The picture in St. Petersburg was approximately the same. 
Therefore, the following observation by Deputy Prime 
Minister Aleksandr Zaveryukha can be considered quite 
reasonable: Since the mayors are concerned about the 
possible growth of prices, they may very well apply them- 
selves by reducing various intermediate services. 


For now, the selection in many shops of Moscow, for 
example, such as the Tverskoy delicatessen, consists of 
imported goods. Aleksey Filippov, commercial director of 
the store, thinks: “Eighty percent of our foodstuffs are 
foreign. Naturally, once the batches imported before 15 
March run out, foodstuffs will become more expensive, 
and fewer of them will be purchased.” 


Nonetheless, it 1s easy to notice that the new customs 
duties will entail superprotectionism for the domestic 
producer, will rule out imports as an “instructor” in the 
better quality of goods, and will eliminate the incentive to 
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reduce costs. A situation whereby unprofitable farms will 
remain such under the new tariffs is quite possible: Struc- 
tural changes in agriculture are proceeding too languidly; 
somehow we still cannot get down to reducing the pro- 
ducer cost of agricultural products. To be sure, for the sake 
of fairness we must note that, as our agrarians maintain, 
the uncompetitiveness of the Russian producer is also 
entailed by the fact that agricultural production is more 
than 50 percent subsidized in Western countries. 


What else is behind the increase in customs duties, apart 
from the proclaimed defense of the economic interests of 
Russian agricultural producers? I believe that it is, first, an 
attempt at more powerful state regulation of foreign eco- 
nomic activities and, second, the calculation that this 
action will yield almost $4 million [as published] for the 
state budget. It is hard to say what this calculation is based 
on: In the opinion of some experts, the traders already 
know how to bypass customs in the process of importing 
goods and how to understate their cost if they have to 
legally transport foodstuffs across the border. 


Nonetheless, for now the main question still remains—will 
foodstuffs become more expensive and by how much? 
Some believe that a 15-20 percent raise in customs duties 
will result in a twofold growth of retail prices due to credit 
costs. 


Others, including Deputy Prime Minister Aleksandr 
Zaveryukha, have stated that the new duties will have 
virtually no influence on the growth of prices because 
substantial reserves of food staples have now been accu- 
mulated in Russia, which the peasants do not know what 
to do with. In particular, reserves of meat products in 
Russia as of | March came to 226,000 tonnes, which would 
suffice to supply the country for one month; reserves of 
milk come to 1.222 million tonnes, butter—45,500 tonnes, 
and sugar—594,000 tonnes, that is, there is 3.5 times more 
of it than there was last year. 


Nonetheless, the fight over the government decree on 
import duties goes on. Hence the terms in the vocabulary 
of the agricultural minister which are more fitting for a 
military commander. Viktor Khlystun is convinced that 
“massive agricultural intervention from abroad, especially 
in 1993, is one of the reasons for the current crisis in the 
Russian agrarian sector.” The “heavy artillery” has also 
thundered. In a telegram to the president and the prime 
minister, the chairmen of the agrarian committees of the 
Council of the Federation and the State Duma, Vyacheslav 
Zvolinskiy and Aleksandr Nazarchuk, called for “‘prevent- 
ing cancellation of the decree on confirming rates of 
customs duties on imports.” 


What are we, the civilian population, dejectedly looking at 
the price tags in the stores every day, to do? Wait and, like 
in any war, pray and hope for mercy from the victor, all the 
more so because Minister of Agriculture Viktor Khlystun 
has promised: “In 1994 the Russian peasants are capable 
of meeting the country’s needs for foodstuffs, and lacking 
food items can be delivered from CIS countries for which 
duty-free trading procedures remain in effect.” 


This might be so. However, reports are already coming in: 
Having assessed the situation, domestic producers in some 
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locations have raised prices for butter and poultry, chicken 
in particular. Ultimately, one thing is clear: The duties that 
have been introduced are a temporary measure. The main 
decisions lie ahead. 


Arbitration Court Discusses Civil Code 


944F0510C Moscow ROSSIYSKAYA GAZETA 
in Russian 29 Mar 94 p 3 


{Article by Vladimir Kucherenko under the rubric “Civil 
Code”: “Property Is Sacred, Contract Is Inviolable’’} 


[Text] Last week Deputy Chairman of the Supreme Court of 
Arbitration V. Vitryanskiy presented to a regular plenary 
session of the court a draft of the first chapter of the Civil 
Code of the Russian Federation—a constitution of sorts, the 
“main law” for the creation of economic regulations. 


It was approved in the main by the Presidium of the 
Russian Federation Council of Ministers, with proposals 
from 34 components of the Federation being taken into 
account. At present, the Supreme Court of Arbitration 
intends to submit the draft to the Duma in an exercise of 
legislative initiative. 


The chapter “General Provisions” envisions fundamental 
provisions: norms concerning the exercise and protection 
of civil rights, their subjects and objects, transactions, 
representation, and statutes of limitation. Many of them 
are absolutely new in the legislation in effect. 


For example, commercial organizations (except for state 
and municipal enterprises) will be endowed with general 
legal capacity which will give them the right to engage in all 
types of entrepreneurship, provided licensing procedures 
are complied with. Uniform procedures for the registration 
of enterprises and a state register of legal entities will be 
introduced. This will make it possible for everyone to 
verify the real standing of their business partners. 


Unlike the previous “Law on the Enterprise and Entrepre- 
neurial Activities,” the code recognizes unlimited compa- 
nies as legal entities, regulating their status in such a way as 
to avoid the passage of additional laws. So-called limited 
partnerships are being introduced which have partners 
who venture only the contributions made, along with those 
who are fully liable. The now confused issues of parent and 
subsidiary joint-stock companies will be clarified, and the 
notion of dependent companies and structures with 
mutual participation in each other’s capital will be 
defined. 


A barrier has been erected to the fraudulent use of state 
and municipal enterprises. They will be declared unitary 
(i.e., united, integral); they will not be used for operations 
not directly envisioned in their statutes. The state, as well 
as state and municipal structures, will be able to partici- 
pate in civil relations under the law, being liable for their 
obligations with the assets of the treasury. 


The legal regimen of the main objects of civil rights has 
been defined in detail, especially that of real estate, the 
rights to and transactions with which are subject to regis- 
tration by the state, including undocumented rights and 
transactions that exist in computer memory. 
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All owners will be given general guarantees of their rights. 
However, federal laws can establish specifics of the regu- 
lation of various forms of property. The scope of cases in 
which the involuntary taking of property from its owners is 
permitted, and then only by a court decision and with 
preliminary compensation for the inflicted losses, is cir- 
cumscribed quite exhaustively. Arbitrary administrative 
restrictions of the rights of state enterprises are ruled out. 


It is expected that land legislation will not duplicate the 
norms of civil legislation, but will regulate conditions and 
procedures for the distribution, use, and protection of 
land, proceeding from public and state interests. The fact 
that categories of land will appear that cannot be put to 
other than the intended use has also been taken into 
account. Hence the rules for the confiscation of such 
parcels from violators with compensation. 


Contracts are another mainstay of a market economy. The 
new code regulates in detail the ways to ensure that 
obligations are honored: liquidated damages, collateral, 
suretyship, bank guarantees, and advance payments. 


Mechanisms, both judicial and nonjudicial, for the exer- 
cise of the rights of those to whom property has been 
pledged have finally been developed. The pledge of real 
estate should be regulated by the future law on mortgages. 


The new institution of bank guarantees is being intro- 
duced. It does not depend on the main obligation for 
securing which it has been issued. Unlike a surety, the 
guarantor (a bank, another credit institution, an insurance 
Organization) may refuse to honor a creditor's claim only if 
this claim does not conform to the terms of guarantee, or 
was submitted to the guarantor after the deadline set forth 
in it. 

A number of provisions are aimed at increasing liability 
for violating obligations, in particular those associated 
with entrepreneurship. Stricter responsibility is envisioned 
for the latter when there has been a failure to meet 
obligations or they have been met improperly. To avoid 
liability, an entrepreneur must prove that the violation was 
caused by an act of God. 


The issue of losses has also been clarified. In determining 
their extent, one will have to proceed from the prices and 
bank rates that existed either at the moment of voluntary 
compliance by the debtor with the demands of the creditor 
or on the day the court ruling was made. 


Two entire sections are devoted to contracts. Citizens and 
legal entities will be free to sign them. The terms of 
contracts will be determined by agreement between the 
parties. However, cases in which the conclusion of a 
contract by one of the parties is mandatory or the content 
of an agreement is dictated by legislation will be excep- 
tions. 


The pathos of these parts is designed to prevent the 
principle of freedom of contracts from resulting in unbri- 
dled arbitrary practices by entrepreneurs, in particular 
monopolies. The economically weaker party to the con- 
tracts, primarily consumers and citizens, require protec- 
tion, too. For this reason, the code contains the notion of 
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“public contracts.” It applies to relations with the partic- 
ipation of commercial organizations—retail merchants, 
owners of public transportation, energy supply, health care 
and hotel services, communications, and so on. Such 
companies are not entitled to evade the signing of con- 
tracts or grant preferences to certain individuals in signing 
contracts. 


Procedures for amending and canceling agreements will be 
made stricter in order to make contractual relations stable. 
A contract may be amended or canceled upon the demand 
of one of the parties by a court decision only if the other 
party has substantially violated it. 


Production of Nonferrous Metals Declines in 
January 1994 


944E0644A Moscow SEGODNYA in Russian 
24 Mar 94 p 11 


[Report based on data of the Russian Federation Com- 
mittee on Metallurgy: “Analysis of Work of Nonferrous 
Metallurgy Enterprises in January 1994’] 


[Text] Production of output from nonferrous metallurgy 
enterprises continued to drop in January |994. Thus, as 
compared with December 1993, production of tungsten 
concentrate declined by 79.3 percent; of hard alloys—by 
67.0 percent; of refined copper—by 41.5 percent; of sponge 
titanium—by 32.2 percent; of zinc—by 13.6 percent; and of 
primary aluminum—by 3.9 percent. There was increased 
production of only molybdenum concentrate—by 0.6 per- 
cent—and lead—by 12.4 percent. A similar picture is 
observed when compared with production in January 1993. 


In January 1994, some plants remained “on vacation” 
because of insolvency caused by rising prices for coal, raw 
materials, and transport and the decline in consumption of 
metal output. 


On Russia’s domestic market, consumption of aluminum 
declined by half and consumption of copper, zinc, lead, and 
tin declined by 25-30 percent in 1993 as compared to 1992. 
Export of nonferrous metals did not compensate for the 
reduced domestic consumption largely because of higher 
prices for energy resources and fuel; their proportion in the 
prime cost of nonferrous metals is higher than for ferrous 
metals. The effectiveness of exporting nonferrous metals at 
present is the result of revising and lowering export duties. 


The financial status of enterprises continues to be difficult. 
If we compare the balance assets and liabilities of enter- 
prises for industrial activity, a general trend is identified: 
the proportion of real estate in assets is declining, while the 
proportion of sources of inhouse capital in liabilities is 
decreasing. And in contrast, in both assets and liabilities 
debtor and creditor indebtedness is rising, which prevents 
enterprises from operating normally. 


For example, the proportion of sources of inhouse capital 
declined by a factor of 1.4 of its former level, and creditor 
indebtedness increased by a factor of 1.8 in polymetal 
industry enterprises during the first nine months of 1993. 


In December 1993, in terms of the level of labor payment, 
the nonferrous metallurgy of Roskommetallurgiya [Rus- 
sian Committee on Metallurgy] was sixth among the 
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sectors of industry (182,000 rubles [R] as opposed to an 
average level in industry of R145,700). The highest 
average monthly wage remained in the aluminum industry 
and the lowest in the solid alloy industry, while the number 
of people working in those sectors increased by 6.5 percent 
and decreased by 7.1 percent, respectively. 


Of the total amount of work time losses because of 
production stoppages at nonferrous metallurgy enterprises 
which presented reports in 1993, special metallurgy enter- 
prises accounted for two-thirds (more than 2 million 
worker days), and of that the Belokalitvinskiy MPO [Met- 
allurgical Production Association] accounts for almost 1.2 
million worker days. Significant losses of work time 
occurred at enterprises of the solid alloy industry too, for 
the most part because of the lack of sale of output: the 
Pobedit plant had downtime almost every month which 
totaled about 140,000 worker days during the year, while 
the figure was 61,700 worker days at the Kirovograd Plant. 
Wages at both enterprises were low. 


The number of people working at Roskommetallurgiya 
nonferrous metallurgy enterprises in 1993 declined by 0.5 
percent, and PPP [industrial production personnel]—by 
1.0 percent. At enterprises which are working well and 
expanding by producing output different from their spe- 
cialization the figure actually increased: it more than 
doubled at the Nadvoitsy Aluminum Plant; it increased by 
22.5 percent at the Kyshtym Copper Electrolyte Plant; and 
it increased by 18.5 percent at the Bratsk Aluminum Plant. 


At enterprises with low labor payment, the number of 
employees as a rule declined: by 25.3 percent at the Dzhida 
Tungsten-Molybdenum Combine; by 20.3 percent at the 
Samara Steel Mill; by 20.1 percent at the Vishnevogorsk 
Mine Administration; and by 15.6 percent at the 
Novosibirsk Rare Metals Plant. 


According to the 1993 results, most nonferrous metals 
were sold at the MBTsM [Moscow Nonferrous Metals 
Exchange] (86.8 percent of all sales). The dynamics of 
growth in exchange prices for virtually all nonferrous 
metals were positive. Their level is still lower than the level 
of prices on the London Metals Exchange. 


Experiment to Close Unprofitable Coal Mines 
Viewed 

944E0654A Moscow TRUD in Russian | Apr 94 Night 
Edition pp 1-2 


[Article by TRUD political commentator Vitaliy Golo- 
vachev: “Can You Imagine? The Mine Is Being Shut 
Down...] 


[Text] The settlement of Khalmer- Yu is becoming an “‘exper- 
imental testing ground” where the process of eliminating 
unpromising coal mining enterprises is under development. 


So after 2 years of debate, specific preparatory work has 
begun to resettle the people and shut down the first of the 
11 Russian coal mines which are considered to be 
unpromising and destined to be eliminated in the near 
future. This first enterprise—a unique experimental 
testing ground—is the Khalmer-Yu mine of the “Vorku- 
taugol” Production Association in the Far North. 
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The difficult and painful process has entered its practical 
phase. The order was signed by Russian Federation Min- 
ister of Fuel and Energy Yuriy Shafranik on 17 February 
1994. The first 7 billion rubles [R] for this purpose have 
been allocated by the Ministry of Finance. Schedules have 
been set to dismantle the principal equipment and remove 
the mine shafts. 


The overall program to shut down the unpromising and 
especially unprofitable mines and open pits in the Russian 
Federation as a whole is being concluded. The Independent 
Trade Union of Coal Industry Employees is playing an 
active role in this work by making a strong stand for the 
priority of social guarantees for miners and their families. 
Specifically with regard to the Khalmer-Yu settlement, the 
measures for social protection of the residents following the 
mine’s closure have been raised to the government level and 
guaranteed by Prime Minister Viktor Chernomyrdin. 


“Unfortunately, different production cannot be organized 
in the settlement of Khalmer-Yu,” said Vitaliy Budko, 
chairman of the Independent Trade Union of Coal 
Industry Employees. “After stocks have been exhausted 
and the unprofitable Khalmer-Yu mine is shut down, the 
settlement of several thousand inhabitants will cease to 
exist. This is why all these people should be resettled.” 


It has been stipulated that residents of the Khalmer-Yu 
settlement are to be allocated a special one-time compen- 
sation from the budget to obtain housing in the region 
where a miner’s family wishes to live. This is how it adds 
up: 18 square meters of overall space for each family 
member at a cost of R250,000 per square meter in prices 
for the second quarter of 1993—with this sum to be 
indexed subsequently, naturally. That is, if prices to build 
housing in a given town or rural area rose by four times as 
much, let us say, beginning last July, R30 million should be 
allocated to purchase a two-room apartment with a total 
area of 30 square meters. (But if the apartment actaully 
costs less, the sum allocated will be less as well.) The state 
is also to pay for moving belongings and baggage by rail 
(one boxcar per family). 


As of today, the mine management has already purchased 
161 apartments in Leningrad, Orel, Ivanovo, Nizhegorod, 
Vladimir, and Vologda oblasts at a cost of R3.5 billion. 
Housing has been purchased in accordance with the indi- 
vidual wishes of the miners’ families. 


In addition, one more benefit has been provided. The 
settlement’s working residents who travel outside the 
Komi Republic in search of work in coordination with the 
administration are given one-time financial assistance in 
the amount of their average wage for 4 months. Altogether, 
1,687 families are to be resettled—270 of them to Vorkuta. 
Total expenditures to resettle the people and shut down the 
mine (in prices for the second quarter of 1993) will be 
about R43 billion (by October next year, this sum will be 
from R250 billion to R500 billion or more). 


“No, it is not cheap,” Vitaliy Budko said. “But if the 
unneeded enterprises are not shut down, huge sums will 
have to be spent—trillions of rubles over several years— 
for no purpose to support the unprofitable mines which 
have neither industrial stocks of coal nor a future. Isn’t it 
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more reasonable to spend them on work? It will be better 
for the people, the budget, and the state.” 


“Unfortunately,” the trade union leader continued, “the 
situation in the sector is being aggravated to the extreme 
by financial problems. The lack of funds is not only 
postponing implementation of the program to shut down 
unpromising mines and pits until an uncertain future, it is 
putting the miners in an extremely difficult position as 
well. There is no clear-cut program today for restructuring 
the sector and the indebtedness for the coal that has been 
shipped is increasing. All this has led to enterprises’ 
bankruptcy, the curtailment of social programs in mining 
towns and settlements, and constant delays in wage pay- 
ments. Meanwhile, in accordance with the wage agree- 
ment, state support has been authorized for mines and pits 
through subsidies from the Russian Federation budget and 
budgetary appropriations for centralized capital invest- 
ments. But instead of the R11.9 trillion planned for this 
year, the government has allocated R5.6 trillion and is 
promising another R2 trillion. And the rest of the money? 
Won't this ‘economizing’ turn into a social upheaval?” 


[Golovachev] But after all, Vitaliy Ivanovich, isn’t there 
really any money in the treasury? 


[Budko] By not implementing a structural policy and 
supporting unpromising mines which must be shut down 
without delay, the state 1s losing immeasurably more and 
multiplying its financial losses. This is not thrifty or 
prudent. So there never will be any money in the treasury. 


[Golovachev] Which mines are especially unprofitable? 
Can you name all 11 mines which are to be shut down? 


[Budko] In addition to Khalmer-Yu, this group includes 
the Anzherskaya Mine (“Severokuzbassugol” Associa- 
tion), the Lvovskaya, Kamenetskaya, and Smirnovskaya 
mines (all three in the ““Tulaugol” Association), the 
Kalachevskaya Mine (““Chelyabinskugol” Association), the 
Tsentralnaya, Imeni Krupskaya, Zapadnaya, and Tayezh- 
naya mines (all four in the ““Kizelugol” Association), and 
the Khasan Mine (“Primorskugol”’ Association). Seven of 
these mines have no industrial stocks of coal. That is, the 
coal in the mines has been practically worked out. 


Altogether, about 7,000 persons (industrial production 
personnel) are working at these 10 mines (aside from 
Khalmer-Yu). Each metric ton of coal extracted at these 
mines from the so-called “balanced” reserve brings losses 
of R3,000 to R11,000 (in 1993 prices). As a whole, many 
millions in financial losses. 


xe * 


The alarm expressed by the chairman of the Russian trade 
union is fully justified. The deep crisis in the economy has 
hit the coal industry as well. Every year the volumes of coal 
mined are dropping by 8 to 10 percent and the labor- 
intensiveness and hazards of mining operations are 
increasing. Two-thirds of the mines are hazardous because 
of the gas and dust, and the danger of spontaneous combus- 
tion is high in every second mine. More than half (60 
percent) of the 238 mines have been operating for over 20 
years. And they have not been modernized once. 

















FBIS-USR-94-035 
7 April 1994 


The state, which continues as before to be the principal 
owner in the sector, cannot turn its back on the miners, 
who have become a powerful detonator of political insta- 
bility, let us remember, and “helped” the government of 
Nikolay Ryzhkov go into retirement. And it was precisely 
the miners who gave strong support to Boris Yeltsin when 
he declared the new policy—the policy of reforms. It is 
very imnportant not to antagonize them today... 


However, the mood of the miners, alas, is not changing in 
favor of the current authorities. The picketing near the 
White House has vividly demonstrated this. In the first 
quarter, the total indebtedness for wages is R440 billion, 
according to Vitaliy Budko. But how can they live without 
money? In this connection, I will quote an excerpt from a 
simple verse by Aleksandr Kuritsyn, published in the 
miners’ newspaper FLAG GORNYAKA: 


We come at midnight, singly and in a small group, but they 
say “It’s no use, fellows...” 


You pester with grievances to no purpose. You will receive 
everything that is yours. After all, this is not party or 
arbitrary rule now. 


If it does not turn out well with banknotes, we will pay you 
in kind. Less. You will receive what you produced. 


Concrete for the concrete workers and cloth for the fullers. 
The miners will be bartered for pieces of coal 


The tire worker will receive tires. And defense workers will 
receive mines. And a boxer will receive his [pay] as a fist... 


So 161 families will leave soon (if there is money for the 
move) from the remote northern settlement of Khalmer- 
Yu. But what can the 6,876 workers in the other 10 
unwanted mines expect? When will their fate be decided? 
Will the future become clearer for the entire coal industry? 


More Details on Novokuznetsk Airbus Crash 


944E0630A Moscow KOMSOMOLSKAYA PRAVDA 
in Russian 26 Mar 94 p 2 


[Report by KOMSOMOLSKAYA PRAVDA special cor- 
respondent Oleg Karmaza: “The Funeral March Was 
Accompanied by the Whine of Jets”) 


[Text] Novokuznetsk-Mezhdurechensk—The story of the 
air disaster in Russia’s sky is still incomplete: the “black 
boxes” found in the taiga were sent to France for analysis... 


Aircraft have been falling out of the sky and are sure to 
continue doing so. This is taken for granted. What is most 
important is that crashes do not become a habit, a terrible 
tragedy or a natural everyday occurrence. 


But this is precisely what is happening now to our civil 
aviation, which has been intimidated by everyone. Russia 
has become one of the world leaders in the number of air 
disasters taking place in the shortest period of time: 78 
days—this is the number of days from the Tu-154 disaster 
over Irkutsk to the latest catastrophe involving the A-310 
Airbus over Novokuznetsk. At first glance this period of 
time is unreal, absurd. But a fact remains a fact: 78 days 
and another 75 bodies. The figures are almost the same— 
like ordinary accounting... 
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In many respects this is a strange catastrophe. It is unusual, 
if such an expression is applicable in a tragic context. 
Everything was the wrong way around in it: 99 percent of all 
air crashes take place either during an aircraft's takeoff or 
landing. Something happened here when the aircraft was 
flying at its assigned altitude on autopilot. It had already 
flown over 3,000 kilometers and all systems were operating 
normally, without any deviations, which is confirmed by the 
recorded transmissions between the crew and the ground. 


The airplane fell very rapidly. At the steepest possible 
angle, which seldom or almost never happens during an air 
accident. It crashed into the side of a mountain, but it 
completely cleared the tops of the trees for some reason. 
According to the first rescuers to arrive at the crash site, it 
appeared as if the Airbus had simply “flopped down” on 
the mountain. 


All the plane’s fragments were found in a relatively small 
area. They were not strewn over a radius of several 
hundred meters as they were in the Irkutsk tragedy in 
January, for example, but gathered together in a very small 
space. 


The fact that the pilots did not have time to transmit 
anything to the ground is also strange. Absolutely nothing! 
The crash took place in complete radio silence. We cannot 
even make a rough guess now about what happened on 
board the Airbus. A sudden explosion? A fire? According 
to the driver of a log truck not far away, an engine was on 
fire and a dense black plume of smoke trailed after it. 
However, specialists investigating the crash were skeptical 
about the driver’s story: the witness was slightly inebriated 
at that time. 


Residents of the settlement of Mayzas, 8 kilometers from 
the crash site, heard a powerful explosion. But to all 
appearances, this was the explosion when the aircraft hit 
the ground. There was a large amount of fuel in the plane’s 
tanks: I would remind you that the aircraft was flying to 
Hong Kong, and there was sufficient fuel on board. 


It has now been established that there were 75 persons—63 
passengers and |2 crew members (three pilots, 8 female 
flight attendants, and one male flight attendant) on the 
aircraft. There were many foreigners—Chinese, Indian, 
British and French passengers—on board. Judging by the 
effects found by the rescuers at the crash site, the passen- 
gers were very well-to-do. It is sufficient to say that more 
than $1 million and a large number of precious stones and 
gold ornaments were found on the first day of work. 


To prevent looting, the crash site was immediately cor- 
doned off by the OMON [Special Purpose Militia Detach- 
ment] and soldiers (though for some reason, the soldiers 
were withdrawn but the OMON remained, with full gear 
and weapons, and were put on watches of 12 hours per 
day). There is a rather impressive group of people working 
at the site now: over 100 members of the rescue party, from 
Mezhdurechensk, Krasnoyarsk, Barnaul, and Moscow, 
and roughly the same number of inducted soldiers. The 
militia and those under their jurisdiction—zeki [prisoners] 
from the local colony—were put to work clearing away the 
crash remains. Representatives of security organs are also 
working there (judging from a conversation with them, a 
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terakt [terrorist act] has not been ruled out, but in any case, 
certain details of the accident point to such a turn of 
events). 


The crew of an MI-8 helicopter urgently dispatched from 
Novokuznetsk were the first to discover the burning air- 
plane. A rescue party from Mezhdurechensk set out for the 
crash site in vehicles equipped for snow travel. According 
to their accounts, it was immediately clear how sad it was 
that there was no one to rescue. The crash site was 
shrouded in acrid smoke from burning plastic, seat nmate- 
rials, and cable. In the specialists’ opinion, all the passen- 
gers died instantaneously. There simply could not have 
been any who survived for a short time after impact in this 
situation. 


Because of the turn of events, I came to the crash site as an 
undertaker. With S. Tarasov, director of the Mezhdurech- 
ensk “Ritual,” we transported all the coffins in the town at 
that time (at first, journalists were very strictly prohibited 
from being at the crash site, though members of the state 
commission took pity on us and authorized us to perform 
our professional duties for a brief period). Incidentally, 
with regard to respect for the remains of the casualties, the 
catastrophe showed that we are still civilized people. We 
carefully and neatly packed the body parts in polyethylene 
bags, then placed them in the coffins to take to the 
mortuaries in Novokuznetsk. “You do not give bodies to 
the relatives in the bags—there should be at least some 
respect,” one of the commission members explained. 


There was none of the unpleasant haste, even cynicism, 
which existed at the Irkutsk disaster site, when the arms 
and legs of the dead were thrown into polyethylene pack- 
ages in an effort to get the remains to the city a little faster 
(although there were some excesses now, too. It was 
decided at first to send the human remains to a mortuary 
in nearby Mezhdurechensk and mortuary employees were 
ordered categorically to remove all the “‘extra” bodies from 
the institution. It reached the point of absurdity. As an 
example, the driver of our hearse-truck was compelled to 
take his dead friend out of the mortuary, wrapped in a 
blanket. There was nothing he could do but lay the body in 
the “KamAZ” [truck] and drive around every bump and 
rut when taking it to his relatives). 


The first days after the crash the soldiers and rescue crews 
prepared a route to take out the remains of the dead and 
parts of the aircraft, as well as a pad for the helicopters. The 
aircraft had crashed 1.5 kilometers from a road which is 
traveled day and night by lumber trucks. Otherwise it would 
have been much harder to get to the crash site. The sparsely 
populated area is surrounded by volcanic peaks and taiga. 


As terrible as it sounds, little was left of those killed in the 
Novokuznetsk disaster. The bodies were burned and 
charred to the point that they were unrecognizable. Many 
of the passengers were still strapped in their seats. The 
rescue party found two girls—the only children on this 
flight. Their father, one of the crew members, had decided 
to take them with him on vacation, to show them Hong 
Kong. 


The rescue crews had to extract—and still have to 
extract—most of the bodies from a deep layer of snow—- 
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winter has brought a lot of snow here this year. About 60 
bodies were found in the first 2 days. Some of them were 
taken in two “KamAZ” trucks to the Novokuznetsk mor- 
tuaries (the Airbus pilots were taken separately, in a special 
helicopter). Identification of the dead was begun yes- 
terday. Although this will be a very, very difficult job. 


By the end of the second day, two of the three “black 
boxes” on board the aircraft were found and sent right 
away to Moscow for analysis. A special representative of 
the American General Electric firm, which provided the 
engines for the A-310 Airbus, has arrived in 
Novokuznetsk. However, he responded to all my journalist 
colleagues in the same way: “No comment.” And in his 
own way, he was probably right. 


Transsiberian Rail Infrastructure Problems Viewed 
944E06334A Moscow GUDOK in Russian 24 Mar 94 p 2 


[Interview with V. Serov, deputy chief of Track Service for 
the Transbaykal Railroad, by V. Pakulin, GUDOK corre- 
spondent: “The Transsiberian Is in Danger: the Mainline’s 
Engineering Structures and Roadbed Are in Urgent Need 
of Restoration”’; Chita, date not given] 


[Text] On 8 October of last year, GUDOK published an 
article by P. Lugovoy, head of the Laboratory of the Tynda 
Frost Station, ““Transsib v ozhidanii rekonstruktsii” [The 
Transsiberian Awaits Rebuilding]. With facts and figures in 
hand, he convinced the readers that the Transsiberian 
mainline was seriously ill and needed radical treatment. 


Four months passed, though, and another article on this 
subject appeared in the newspaper—“Transsib ne bolen, on 
moguch i zhdet bolshoy raboty” [The Transsib is Not Sick, 
It Is Powerful and Awaits a Great Deal of Work], by G. 
Teterskiy, lecturer at the Irkutsk Transport Engineers 
Institute. Its author states, in particular, that “there is not 
and cannot be any question of the life and death of the 
supermainline. The Transsiberian is healthy, and possesses 
unused transport capacity. It is capable of transporting 
several times more than it does now, and ensuring high- 
speed movement of ‘East-West’ container trains.” 


The problem is a major one. Opinion is divided, and I 
directed the attention of V. Serov, deputy chief of Track 
Service, to this matter. He is the one who well knows the 
state of the engineering structures on the mainline. 


[Serov] The one-sidedness of the conception of technical 
policy on improving the railroad transport process shows 
through many publications and articles by scientists and 
directors of the MPS [Ministry of Railways] and railroads. 
Most often it is a question of the administrative system for 
transport, the efficiency of the locomotive and railcar 
operation, optimization of operating expenses, the 
capacity of the permanent way and, naturally, train traffic 
safety. 


Beyond all these undeniably important problems, how- 
ever, they seem to have forgotten the foundation of the 
railroad: the man-made structures and roadbed. Mean- 
while, the proportion of engineering structures in the fixed 
capital of the roads constitutes from 17 to 29 percent, 
depending on the geographical and other conditions. On 
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the Transbaykal, it is over 26 percent. The transport 
process depends directly on the state of this equipment. 


It is like a truism. Most unfortunately, however, the 
engineering structures and roadbed, as before, are regarded 
as simply part of the track equipment. 


Suffice to say that, by some strange coincidence, there is no 
mention of the engineering structures of the track installa- 
tions in the “Program for Re-Equipment and Moderniza- 
tion of MPS Railroads up to the Year 2000.” 


As for the polemics on the pages of GUDOK, I think that 
Petr Nikolayevich Lugovoy probably estimates the situa- 
tion on the Transbaykal as one of the most vulnerable 
sections of the Transsiberian. 


I remind you that physical wear on man-made structures 
and the roadbed here was over 60 percent, and the level of 
defects and deformations of the engineering structures— 
40 percent. Repair of the fixed capital is doubly overdue, 
but this is not all, the number of objects subjected to 
varying degrees of wash-out has reached 892. Of them, 328 
must be completely rebuilt. According to the reliability 
indicator, train traffic speeds must be restricted to 5 
kilometers an hour on 516 bridges. Another thing: recent 
calculations of the load capacity of the reinforced concrete 
superstructures showed that 167 of them (on half the road) 
need to have speed restriction conditions introduced. This 
is where our potential failures and sites of possible acci- 
dents lie. 


[Pakulin] The figures are impressive, but, after all, inspec- 
tion of the engineering structures has not yet been finally 
completed. What are the possible results of this? 


[Serov] Next year we will finish the inspection of four more 
track sections. Even today, though, it is clear that the 
predictions are not consoling: the road’s engineering struc- 
tures are in critical condition and are deteriorating every 
day. 


Rebuilding requires 40-60 “windows,” lasting from 6 to 12 
hours, every month. This creates tremendous difficulties 
for traffic organizers. 


In general, repair of the engineering structures must not be 
regarded as just a whim of the track workers—it is in the 
interests of the entire road. 


[Pakulin] What are the scales of rebuilding which should 
increase the reliability of the roads with increased loads? 
We know that engineering structures were designed and 
built at the turn of the century, practically 100 years ago, 
and were not at all calculated for today’s heavy trains and 


speeds... 


[Serov] Rebuilding bridges, tunnels, ducts, retaining walls 
and the roadbed on our scale and significance is more 
difficult than the automatic blocking and electrification 
programs mentioned, which we carried out in previous 
decades. These programs, however, swallowed up tremen- 
dous funds, pulled away from rebuilding, and in some 
cases, urgent work to maintain man-made structures in at 
least working condition. 
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Built back in tsarist days, they are completely obsolete. We 
must now recognize the priority significance of rebuilding 
bridges, ducts and the roadbed in the next 10-15 years. 


Noting the serious situation of the industry and the results 
of the inspections, we determined the concept of 
rebuilding the Transbaykal. We must concentrate our 
main efforts on the Mogocha and Skovorodino divisions. 
The situation is very strained there. The Chita division 
also needs more attention and will be completely worked 
over, as well. 


The approach to action on the Borzya Division is different. 
Considering the increase in freight turnover with the 
development of foreign economic relations, it is likely that 
accelerated work will have to be done there on some lines, 
sections and facilities which impose a restriction on the 
throughput capacity, and the state of which is simply the 
limit. The special feature of this division is that the 
Manchurian branch line has only one rail. There are 
studies on second tracks, but so far no funds. This problem 
must be solved, however, before the contractors leave. 


The “maneuvers” here, in my opinion, can be like this: at 
first, in parallel with the rebuilding of existing structures— 
construction of new engineering structures, and at the 
second stage—laying the tracks. The Mogocha Division, 
however, is unquestionably in first place with respect to 
difficulty and importance. 


[Pakulin] Even the general picture of the state of the 
man-made structures and the prospects for rebuilding 
which you have outlined give an idea of what major 
resources will have to be concentrated on the road.... 


[Serov] We cannot manage this, of course, with our own 
subdivisions. Just imagine, a total of 480 people are 
engaged in the maintenance and repair of the engineering 
structures on the road. This is on the total 3,640 kilometer 
length of the main route. A special team is required for 
planned-preventive repair. 


Nor is there any help from the brigades involved in 
maintaining the permanent way—they got out of routine 
maintenance of the roadbed ard other engineering struc- 
tures. Worse than that, in capital repair, the track machine 
stations are intensifying the already serious situation of the 
bridges and the roadbed. Why? Well because they are 
ignoring the planning and technological norms, rules and 
instructions, and no one bears the responsibility for this. 


{Pakulin] Nevertheless, the rates of repairing the structures 
are increasing: in 1992, as compared with 1968, they 
succeeded in increasing the work volume by a factor of six. 
At the expense of what? 


[Serov] The subdivisions of the Transstroy Corporation 
(former Ministry of Transport Construction), with which 
we continue to cooperate, have contributed to this. Last 
year, 16 construction organizations worked on the Trans- 
baykal, and of them, 12 had been brought in. 


[Pakulin] Last year, however, the plan was scarcely 40- 
percent fulfilled. Of course, the unsatisfactory financing 
made it impossible for the road to do a great deal of what 
had been outlined. It seemed that the forces concentrated on 
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capital repair of the engineering structures were solid. But 
without settling with the contractors for doing the work, and 
without issuing them an advance to acquire material 
resources, it is hard to count on having normal work 
continue. 


[Serov] I do not agree with the assertion, that the reason for 
the cut in the rates of rebuilding lies in the road’s insol- 
vency. I know the situation, and not by hearsay, and I note 
that they had money. It could have been redistributed. But 
priority was given to the permanent way, because of which 
the complex of work on planned preventive repair was 
considerably overfulfilled. The Transbaykal Railroad is 
now “at the top of the list” for the road network with 
respect to the reliability level of the permanent way. 


I could be happy for my colleagues if the foundation of the 
railroad—the engineering structures—had not suffered 
because of the shortage of funds. The plants of the con- 
struction industry, having supplied the bridge structures, 
broke off relations with us because of non-payment. We 
owed the builders, the designers and the scientific insti- 
tutes 11 billion rubles [R], counting loans, fines and 
indexing. The situation has become so exacerbated that 
some of the subdivisions, recruited for the road with such 
difficulty, are refusing to cooperate with us. Having lost 
the reputation of a solid partner, we may be deprived of 
them, and this will cost us dearly. 


[Pakulin] What do you see as the way out of the situation 
that has been created? 


[Serov] First and foremost, in purposeful dividing up of 
funds and changing priorities in favor of engineering 
structures, and on the other hand, the need to reorganize 
the administrative structure of the engineering structures 
has become urgent. This was the topic five years ago at the 
road’s technical-economic council. No positive decision 
was reached at that time, though. 


What do | have in mind? Our capital repair, having 
exceeded all the parameters, grew into rebuilding. The 
unusual nature of the situation lies above all in the fact that 
to carry it out we were forced “under the wheels.” This is 
very difficult: there are no analogies in practical work, so far 
no normative documents, technological decisions or expe- 
rience in organizing traffic in this sort of development. We 
cannot do without a change in administrative structure here. 


Or take our department. There are six specialists in it. This 
is enough under normal conditions for our operations. But 
we not only have to form our own ideas (operational, 
technical, construction), we have to embody them: plan the 
operations work, keep track of the planning and financing, 
coordinate the actions of the executors, accept what has 
been done.... In short, perform the functions of the capital 
construction department. As you can see, this situation is 
far from a standard one. We discussed it at a council on 
complete rebuilding of the engineering structur?s, and 
came to the conclusion that we could not manage without 
creating a special board of directors, which would deal 
fully with operations and rebuilding. 
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[Pakulin] Nevertheless, without waiting for the board of 
directors to be set up, you are already dealing with the 
rebuilding yourself, and everything involved in it? 


[Serov] It would, of course, have been stupid, in the 
extraordinary situation which had formed, to wait for a 
special signal for large-scale operations to begin. Procras- 
tination is fraught with many unpleasant things, and the 
main one—we are risking human lives. The opinion that 
one should wait for a more tolerable economic and finan- 
cial situation, and should amass material resources is an 
erroneous opinion. The road’s condition no longer 
requires just therapeutic treatment, it needs surgical inter- 
vention. 


As I have been saying, the rebuilding of engineering 
structures and the roadbed—priority work, let us call it—is 
estimated at 10-15 years. By the end of this period, the 
second stage of rebuilding—structures built in the 
1930°s—will also “be done.’ We are also faced with fairly 
large expenses: we need new technology, new base settle- 
ments and new resources. We are already taking this into 
consideration, and in rebuilding one of the tracks, we are 
doing some preventive work, if not complete repair, on the 
adjacent track. Moreover, the situation will in general 
become catastrophic, if we break off at stage one. It would 
not appear difficult to understand one simple thing: by 
increasing expenditures for capital repair, we will many 
times reduce operating expenses, through increased reli- 
ability. 


[Pakulin] Just what will it take to develop work in accor- 
dance with the complete rebuilding program? 


[Serov] It will take R55-60 billion a year at today’s prices 
in the next decade. But we cannot leave operations, 
rebuilding and all the construction unaccompanied by 
science. There is nothing to dream of unless we develop a 
construction industry based on full-scale work. 


Furthermore, our subdivisions need re-equipping. The 
mechanization level of our routine maintenance and cap- 
ital repair of engineering structures is not over 20 percent. 
For comparison: routine maintenance of the permanent 
way is 46.7 percent mechanized, and capital repair, using 
PMS [track machine station] resources—87 percent. An 
inadmissible disproportion has formed in the economy of 
one service. Unless we equip the brigades of bridge 
workers and roadbed workers (including the subdivisions 
called in) with modern technical devices, we are faced with 
failing to achieve the task. 


All this also requires expenditures. We calculated that we 
will need R1 trillion in the first ten years. 


The last thing. There will be no rebuilding “under the 
wheels” unless, in organizing and confirming the train 
traffic schedule in the MPS, the technical condition of the 
engineering structures, the need for “windows” and single- 
track temporary rails, and the need to grant a special 
“window” day for the most labor-intensive repair work are 
taken into consideration. 


In general, I fee! that rebuilding the engineering structures 
and track installations must be given the status of a target 
program on the state level. 
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